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ABSTRACT 
The humble beginnings of business incubators date back to the 1970s in the USA and 
United Kingdom, where abandoned industrial buildings were converted to rent out to 
small businesses. South Africa (SA) was first introduced to business incubation in the 
1980s when the Small Business Development Corporation (SBDC) established a 
number of business ‘hives’ and provided business space to entrepreneurs to operate 
their businesses. In their most basic form, business incubators provide a safe and 
nurturing environment for entrepreneurs to establish their small businesses. While in 
incubation, the Small and Medium Enterprises (SMEs) are supported with a number of 
services which assist their growth and development until they are able to exit the 
incubator as sustainable and viable businesses. Global incubator models have matured 
significantly, and now include assisting with business idea generation, accelerating 
business start-ups and commercialisation processes, and identifying high-growth 
orientated SMEs to assist them with gaining market access.   
The establishment of business incubators was a government-driven initiative, and more 
than 33 SME incubators exist in SA.  Most of the incubators are government-funded, 
and have focused on the establishment and growth of SMEs to act as a catalyst to 
promote economic development and alleviate socio-economic challenges such as 
unemployment and poverty. Despite these noble objectives, incubation in SA has not 
been fully utilised, and a high SME failure rate still prevails in the country.  One of the 
reasons for SME failure may be ascribed to the lack of an enabling SME incubation 
environment in SA.  When compared to other developing countries such as Brazil with 
as many as 400 incubators, it is clear that the SA incubation industry still needs further 
development.  
The purpose of this study therefore was to ascertain the best practices of global 
business incubators in both developed and developing countries, and how SA 
incubators could learn from these best practices to create a more conducive and 
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enabling SME incubation environment.  Background literature on business incubation 
with a specific focus on best practices in world incubators in both developed and 
developing countries, was reviewed. Some of the literature reviewed included Aernoudt 
(2004), Buys and Mbewana (2007) and Chandra (2009).   From the literature review, 
four main best practice areas were identified, namely strategic focus, sources of 
funding, incubator services, and the role of government.   
The study followed a qualitative approach, and an interview schedule was developed to 
seek the perceptions of incubator managers on how the four identified best practices 
can be utilised to create an enabling SA incubation environment. A survey was 
conducted by interviewing 14 incubator managers (twelve government and two private) 
in SA.  Data was collected over a six-month period, using face-to-face and telephonic 
interviews.  Data was analysed using the content analysis, constant comparison, 
grounded theory and case study methods. The biographical profiles of the incubator 
managers and incubators were presented in case studies.  An initial analysis was made 
to identify themes and sub themes within the four best practices explored, using the 
constant comparison method.  Thereafter a provincial comparative analysis was made, 
as well as a comparison of government funded versus privately funded incubators. 
The findings suggested that there is a relatively high turnover in incubator management, 
and that they often do not have incubator management experience. A provincial 
comparison of SA incubators revealed that their strategic focuses are greatly influenced 
by the industry prevailing in the various provinces.  All SA incubators provide pre- and 
post incubation services, but few are utilising virtual incubation.  Most SA incubators are 
government-funded, and some use a hybrid funding model.  It was evident that most SA 
incubators are aware of government policies and programmes available to assist them 
on local, provincial and national levels.   A comparison of the best practices of two 
developing countries and three developed countries, as well as suggestions made by 
SA incubator managers indicated that SA has indeed followed best practices from both 
developing and developed countries, but there are areas of non-alignment which 
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provide scope for improvement, to create a more conducive and enabling incubation 
environment. 
This study recommends that incubators should have an entrepreneurial focus, and 
reposition and align their strategic focus with government policies and instruments. SA 
incubators must pursue opportunities for virtual incubation as well as linkages with 
academic institutions, in order to offer value-added services such as research, 
development and commercialisation of the product ideas.  Incubators in SA must pursue 
a hybrid funding model with a combination of government and private funding, and 
generate some or their own income.  With regard to the role of government, it is 
recommended that the roll-out of more industry-specific incubators be privatised, and 
that an overseeing body for incubation be established.  
KEY WORDS: Incubation, enabling environment, SMEs, best practices 
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CHAPTER 1 
OVERVIEW OF THE STUDY 
1.1 INTRODUCTION 
Business incubators are recognised in both developed and developing countries as 
important instruments for promoting entrepreneurship and technological 
advancement at the Small and Medium Enterprise (SME) level (Adegbite, 2001:157-
166). Lalkaka (2001:4,5) compares the evolution of business incubation to an 
incubation approach using advancements in Information and Communications 
Technology (ICT) to provide a convergence of support interventions in order to 
create high growth potential, technology-based businesses.  In 2004 there were 
more than 600 business incubators in North America alone (Peters & Rice, 2004:83) 
and their role was to provide a support environment for start-up and fledgling 
businesses, thereby promoting local job creation, economic development and job 
technology transfer.   Hannon (2004:274) states that in the last two decades the 
incubator industry has grown and thrived. Maital, Ravid, Seshadri and Dumanis 
(2008:2) suggest that as at October 2006, there were an estimated 5000 business 
incubators worldwide and Ratinho (2011:21) confirmed that there are more than 
7000 business incubators worldwide in 2011. 
Incubation is seen as a dynamic process of business enterprise development, which 
nurtures start-up businesses, helping them to survive and grow during the start-up 
period when they are most vulnerable (Aernoudt, 2004:127).  Hackett and Dilts 
(2004b:55) indicate that incubation adds value because it diagnoses business needs 
of a new enterprise using the experience of business generalists and specialists and 
in a cost-effective way selects, provides and monitors the acquisition, 
implementation and coordination of the various business services needed by the 
new enterprise.  According to Longenecker, Moore and Petty (2000:229) the main 
purpose of the incubator is to see new businesses “hatch”, and although the building 
space provided by incubators is significant, their greatest contribution lies in the 
business expertise and management assistance they provide.   
The need for business incubators to provide the business development services 
needed by start-ups stems from the fact that the majority of start-up businesses do 
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not have all the necessary resources needed during their start-up phase. Some of 
these required resources are initial start-up capital, technical skills and access to 
markets. Hence business incubators and the services they provide aim to assist 
these firms to overcome most of their entrepreneurial challenges. According to 
Schaper and Volery (2004:237), business incubators provide convenient tenancies, 
in-house business services and advice, and the opportunity to build links amongst 
SMEs. Gillotti and Ziegelbauer (2006:1) confirm this and describe business 
incubators as facilities that provide SMEs with affordable space, shared support and 
business-development services. Furthermore, they help young businesses during 
their start-up period when financial vulnerability is often at its peak, and while it is not 
a panacea for a community’s economic struggles, incubators can enhance and 
stimulate the capacity of small business. 
 
In summary, the main goal of an incubator is to produce successful enterprises that 
will emerge from the incubator as financially viable, within a reasonable space of 
time.   The next section provides the background to incubation in South Africa. 
 
1.2 SME BUSINESS INCUBATION IN SOUTH AFRICA 
Since the first democratic elections in 1994, the government has recognised its 
important role in creating an enabling environment for the creation and growth of 
small enterprises. In policy debates held since 1994, the role of new business 
creation in meeting challenges regarding growth, job creation and poverty alleviation, 
has been emphasised (Driver, Wood, Segal & Herrington, 2001:6).  In March 1995, 
the South African government through the Department of Trade and Industry (DTI) 
developed a number of measures to foster an SME development environment. 
These measures were incorporated into the White Paper on National Strategy on the 
Development and Promotion of Small Business in South Africa (Kroon, 2000:27) and 
remained in the amended Small Business Act of 2004.  
 
The White Paper resulted in the establishment of a number of support institutions 
and incentives being put in place for SME support.  In South Africa, business 
incubation was first practised in 1995 when the Small Business Development 
Corporation (SBDC) established a number of hives of industry in various townships 
throughout the country.  According to Mbewana (2006:356), these hives were not 
3 
 
true incubators because there was no comprehensive support service or period set 
for the businesses to move out of the hive.   
 
The formalisation of the incubation sector started with the Godisa initiative, 
“Development through Technology”, which was launched in 2000 by the Department 
of Trade and Industry (DTI) and Department of Science and Technology (DST) to 
create technology-intensive SMEs through the use of technology transfer, 
improvement in productivity and accelerated international competitiveness. Two 
important objectives of this programme were the creation of new businesses and 
new employment opportunities (Moodley, 2003:26).  The aim of the Godisa project 
was to learn from the pilot incubator projects before a decision was made in respect 
of replicating the incubator models. A delay in the establishment of the pilot 
incubators was experienced, and led to the DTI and DST setting up five more 
incubators without learning from the establishment of the pilot incubators (Mbewana, 
2006:358).  
 
By 2008, South Africa had 27 incubators supporting entrepreneurs in sectors as 
diverse as horticulture, construction, chemicals, ICT, biotechnology, metal 
fabrication, furniture manufacturing and platinum beneficiation. To prevent a bias 
towards urban development only, incubation projects have also included female-
owned enterprises and disadvantaged rural communities (Atherton & Hannon, 
2006:50).  While there are a few private sector-led incubators, most incubators are 
supported by the national government, and to a lesser extent by provincial and local 
governments (Ndabeni, 2008:89). According to Seda (2011:40) there are now 31 
government-sponsored business incubators in South Africa alone. 
 
In the next section the problem under investigation will be highlighted. 
 
1.3 PROBLEM STATEMENT  
The youth have consistently constituted a bigger proportion of the unemployed in 
South Africa (National Youth Development Agency, 2011:8).  According to the 
Labour Force Survey (LFS) on Quarter 4, 2009, the youth constitutes 74.2% of the 
unemployed in South Africa (Statistics South Africa, 2010). This indicates that 
despite the annual growth rate of 4.5%, the economy has failed to absorb young 
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people in employment.  South Africa thus still faces significant challenges in the 
spheres of job creation, the generation of decent livelihoods and poverty alleviation.  
 
According to Herrington, Kew and Kew (2009:61), South Africa still lags behind other 
developing countries in promoting the growth and sustainability of SMEs. 
Furthermore, South Africa ranked 27th out of 59 countries in term of its overall or total 
entrepreneurial activity (Herrington, Kew & Kew, 2010:16). Although this has been a 
significant improvement from previous years, South Africa‘s level of entrepreneurship 
still lags behind by 60% when compared to similar economies, for instance 
efficiency-driven economies.  It was further indicated by Herrington et al. (2010:16) 
that South Africa’s low levels of entrepreneurial activity are the result of a 
combination of personal and environmental factors.  
 
Many SMEs in South Africa still face market conditions that exclude them, and 
government regulations need to become more sensitive to unlocking the potential of 
SMEs through an enabling SME environment (Department of Trade and Industry, 
2003:9).   According to Solomon (2004:10) a number of SME support organisations 
have been established to assist with SME development.  Some of these support 
operations have ceased operations or have been incorporated in the Small 
Enterprise Development Agency (Ndabeni, 2008:89).  Support for the development 
of SMEs was recognised as one of the cornerstones of Local Economic 
Development (LED) programmes introduced across South Africa over the past 
decade (Nel & Rogerson, 2005:253).  Mmakola (2009:72) states that despite the 
abundance of SME support institutions there has been a gross under-utilisation of 
their services by SMEs which has been found to be largely due to poor 
communication by state agencies about their mandates, and provision of generic 
services as opposed to considering particularised needs of various segments of the 
SME sector.  
 
Another problem is the failure rate of new SMEs in their initial years, which is high in 
both developing and developed countries. According to Timm (2011a:60), the Small 
Enterprise Development Agency believes that small businesses or start-ups fail at a 
rate of about nine in ten in the first two years of operation. SMEs who establish 
themselves within an incubator have shown survival rates in the region of 84% to 
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97% in the first two years of operation, depending on which incubator in which the 
business was enrolled.  After graduating from a Seda incubator the survival rate 
hovers at just over 70%. Bukula (2000:14) states that to create an enabling 
environment for effective entrepreneurship, entrepreneurs need to have access to 
open and functioning markets, well designed and correctly targeting government 
programmes, as well as a supportive environment for potential and successful 
entrepreneurs.  
 
Hernandez-Gantes, Sorensen and Nieri (1996:13) emphasise  that “business 
incubation offers one of the most comprehensive strategies to foster 
entrepreneurship in the community, help creating jobs by supporting new business 
ventures, stimulate growth by promoting a diversification of business opportunities, 
act as an agent to revitalize rural areas or depressed neighbourhoods, and facilitate 
the transition to business ownership”. According to the Seda Annual Report for 
2010/2011 financial year, they assisted 958 SMEs through their incubator to 
increase collective turnover from R 129 million to R 206 million, and resulted in a 
total of 893 jobs created through incubated SMEs.  While incubators have grown in 
numbers in South Africa, their uneven performance and poor sustainability in many 
situations have become problematic with government and sponsors who subsidise 
many of them (Lalkaka, 2001:6).  
 
According to Voisey, Gornall, Jones and Thomas (2006:458), business incubators, 
for the most part, have been established as vehicles for job creation and economic 
regeneration but have not proven to be catalysts of economic development. Poorly 
performing incubators have focused too much on providing physical infrastructure 
only, and have limited their role to being a landlord, thereby neglecting the other core 
services required by SMEs (infoDev, 2010:13).  It must be emphasised that business 
incubation is a dynamic business development process that transcends being limited 
to a defined physical space or infrastructure. According to Bergek and Norman 
(2008:24), not much information is available on incubator models, namely how and in 
what way they provide support to SMEs. This indicates a need for an informed 
process for establishing incubators.  There is also a need to establish the type and 
extent of support that incubators should provide to accelerate SME growth and start-
ups.  
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This has led to the research problem that will be addressed in this study:  
 
What lessons can South Africa SME incubators learn from global incubators to 
create an enabling incubation environment? 
 
The problem statement pertaining to this research can thus be phrased in terms of 
two main thrusts. Firstly, what are the best practices of South African incubators, and 
what are the best practices of global incubators? Secondly, what can South African 
incubators learn from best practices in global incubators in order to create an 
enabling incubation environment?  
 
The strategically orientated sub-questions, based on selected best practice areas of 
South African SME incubators, are as follows: 
 What are strategic focuses of SME incubators? 
 What are the sources of funding of SME incubators? 
 What are the incubator services offered by SME incubators? 
 What is the role of government in SME incubation? 
 
To address the problem statement, the research objectives are outlined in the next 
section. 
 
1.4 RESEARCH OBJECTIVES  
The primary objectives of the study and the secondary objectives supporting the 
study are indicated in the next sections. 
 
1.4.1  Primary objective 
The primary objective of this study is to investigate the best practices impacting on 
the creation of an enabling environment for SME incubation.  In order to achieve this 
objective, the opinions, perspectives, expectations and actual experiences of 
managers at 14 incubators in South Africa will be canvassed and presented. 
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1.4.2 Secondary objectives 
The following secondary goals were formulated to direct the study: 
 To investigate the most appropriate research design to use in order to obtain 
rich data on SME incubation; 
 To conduct a literature study on the SME incubation process; 
 To explore literature on the incubator support structures and services needed to 
create an enabling SME incubator environment; 
 To conduct a desktop study on the best practices in business incubation in 
developed and developing countries; 
 To empirically investigate the best practices of 14 South African business 
incubators; 
 To assess how South African incubators compare with global incubators in 
respect of the four identified best practices;  
 To provide guidelines on which best practices to follow in order to create an 
enabling environment for SME incubation in South Africa.  
 
1.5  DEFINITION OF CONCEPTS 
With the focus of the research being on business incubation and creating an 
enabling environment for business incubation, clear definitions of these terms are 
presented. 
 
1.5.1 The enabling business environment  
White and Chacaltana (2002:19) state that broadly defined, the ‘business 
environment’ refers to any external, internal or market influence on the business.  
The Organisation for Economic Cooperation and Development (1994) defines the 
term enabling environment as the framework within which business operates in 
terms of the external and internal environment.  The external business environment 
can be defined as policy, legal, institutional and regulatory conditions that govern 
business activities (Donor Committee for Enterprise Development, 2008:2).  SMEs 
have little or no control over market factors such as consumers’ interests and 
actions, competitors, intermediaries and suppliers, and their success often depends 
on the ability of the SME to respond quickly to changing market circumstances (Van 
Eeden, Viviers, & Venter, 2003:14).  According to Mahadea and Pillay (2008:5), the 
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internal environment comprises those factors which can be controlled by the SME to 
a certain degree, and include: access to finance, human resources, management 
skills, innovation and technology.   
 
For the purpose of the study, the enabling environment will comprise both internal, 
market and external environmental factors that have an impact on SME start-ups or 
prevent business growth. 
 
1.5.2  SME incubation  
Steyn and Du Toit (2007:36) describe a business incubator as “a property with small 
work units that can be diffused and adapted to fit varying local needs and conditions 
and provide an instructive and supportive environment to entrepreneurs at start-up 
and during the early stages of businesses”.  Cassim (2001:8) defines incubation as 
“a new and innovative system of support designed to nurture start up and early stage 
enterprises in a managed workspace”.  In this study business incubation will be 
defined as a facility that provides the environment and resources to accelerate 
business growth.  In the next section prior research in the area of incubation will be 
discussed.  
 
1.6 PRIOR RESEARCH  
It has been established that over the past two decades, there has been an 
increasing trend in research undertaken on incubation, the enabling environment for 
SME development, and the use of incubation as a local economic development 
catalyst. Not many studies focus primarily on incubation in South Africa.  Mbewana 
(2006) identified the eleven success factors for SME Incubation in South Africa.  
Timm (2011a; 2011b) explored how the state and private sector can partner to boost 
SME development through lessons from Chile and Malaysia, and how the state can 
boost SME development through lessons from Brazil and India.  The research by 
Aernoudt (2004) and Lalkaka (2001) is also noteworthy. Aernhoudt (2004) 
investigated the effectiveness of incubators as a tool to promote entrepreneurship in 
South Africa. This research highlights the importance of developing good incubation 
practices.  Lalkaka (2001) investigates the best practices of incubators in the USA, 
China, Brazil and Korea and other selected countries, and identifies ten key best 
practices that conclude with the findings of Mbewana (2006).  None of these studies 
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focus on the four comprehensive best practices explored in this study, which can 
assist in creating an enabling incubator environment. Best practices from both 
developing and developed countries were explored, as South Africa can learn from 
all countries, not just from developed countries. 
 
1.7 RESEARCH DESIGN AND METHODOLOGY 
According to Mouton (2001:56-57), research design is targeted at addressing the 
questions and objectives of the study. However, when constructing an appropriate 
research plan, a number of factors need to be considered, such as the purpose of 
the research, the nature of the information, data sources, and methods of data 
collection. The main function of research design is thus to maximise the validity of 
the research by enabling the researcher to anticipate what the appropriate type of 
research should be, in order to effectively answer the research questions (Mouton, 
2009:107).  
 
In the next section the research paradigm followed in the study is presented. 
 
1.7.1 Research paradigm 
Collis and Hussey (2003:47-54) identify two main research paradigms or 
philosophies, namely the positivistic (quantitative) and the phenomenological 
(qualitative) paradigms. The positivistic approach seeks the facts or causes of social 
phenomena, with little regard to the subjective state of the individual, using logical 
reasoning. Qualitative research as a research methodology is primarily focused on 
understanding the processes and the social and cultural contexts which underlie 
various patterns of behaviour, and mostly attempts to explore the ’why’ questions of 
research (Maree, 2007:51).  
 
The aim of this study is to establish which best practices exist in international 
business incubators (developed and developing countries) and how South African 
incubators could learn from these best practices to create more conducive enabling 
SME incubation environment.  Having this in mind, it was decided that the qualitative 
research paradigm will be utilised, as it provides rich data. 
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1.7.2 Population and sample  
Collis and Hussey (2003:155) define a population as “any defined set of people or 
collection of items that is under consideration”.  The population of this study is all 
SME incubators in South Africa.  The sample for the qualitative study will include 
management of 14 SME incubators located in South Africa. The sample was chosen 
on the basis of provincial representation, including different business sectors as well 
as both government and private incubators in South Africa. The study will only focus 
on existing incubators, namely already in operation at the time of study in 2012.  
 
1.7.3 Data collection methods 
Both primary and secondary research data were collected.  A comprehensive 
international and national desktop search on SME incubation, with particular 
emphasis on best practices that can create an enabling environment for SME 
incubation, was conducted via online databases such as SABINET, EBSCOHOST, 
Emerald and Google Scholar to obtain relevant scholarly articles. The secondary 
sources also included bibliographies, abstracts, newspapers, reference books and 
textbooks, conference proceedings, reports, theses, periodicals and academic 
journals.  
 
Primary data was collected from the managers of the 14 participating incubators by 
means of in-depth interviews to generate a rich data.  Data was collected using an 
interview schedule containing only open-ended questions. The structure of the 
interview schedule was as follows: 
 Section A canvasses biographical background information of the participant 
and the incubator; and 
 Section B contains open-ended questions relating to the strategic focus of 
incubators; 
 Section C contains open-ended questions relating to the business incubator 
services; 
 Section D contains open-ended questions relating to the sources of funding to 
the business incubator; and 
 Section E contains open-ended questions relating to the role of government in 
business incubation. 
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Data was collected using both face-to-face interviews and telephonic interviews.  
Follow-up interviews were generally conducted telephonically as some managers 
mentioned issues that were then explored in the other incubators as well.  This was 
necessary to ensure whether these best practices were particular to a specific 
incubator or to all incubators.  
  
1.7.4 Data analysis 
White and Marsh (2003:35) indicate that the qualitative nature of content analysis 
focuses on the meaning of content in the development stages of research to 
determine the frequency of the phenomena of interest.  Follow up interviews were 
required for the 14 incubators as some differences were noted between the 
incubators, and had to be further explored to establish whether an aspect was 
unique to an incubator or common amongst the incubators. Patton (2002:40-41) 
encourages unique case orientation when the researcher ensures that the details of 
each case are correctly captured to ensure cross-case analysis.  The biographical 
profile of the incubator managers and incubators were analysed using a case 
orientation to ensure the quality of each individual case study.  Collis and Hussey 
(2003:73) state that the purpose of grounded theory is to develop theory.  Boeije 
(2010:83) describes constant comparison as the main component of the analytical 
process in the grounded theory approach. Data was analysed using the constant 
comparative method as the findings of the best practices revealed in the interviews 
with the 14 incubator cases were compared and categorised according to emerging 
themes and sub themes.   This comparison has led to the development of new 
information on incubators best practices that can be applied in the South African 
environment to promote SME development in an enabling incubator environment.  
 
In the next sections the validity and reliability of the research instrument will be 
discussed. 
 
1.7.5 Trustworthiness 
According to De Vos, Strydom, Fouche and Delport (2002:351) every study requires 
a level of applicability, consistency and neutrality and state that the following four 
assumptions accurately reflect the assumptions of the qualitative paradigm namely 
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credibility, transferability, dependability and conformability.  In this study these four 
assumptions and how they were applied will be elaborated on in Chapter 2. 
 
1.8 ETHICAL CONSIDERATIONS 
The researcher obtained ethical clearance from the Nelson Mandela Metropolitan 
University.  A conscious effort was made to ensure that ethical standards were 
adhered to. Considerations included: 
 Obtaining consent from all participants before an interview is conducted; 
 Ensuring transparency and truthfulness with participants; 
 Ensuring that all information sourced during the research is kept confidential; 
 Data analysis will be done without referring to the specific incubators;  
 
1.9 PROPOSED PLAN OF THE RESEARCH  
The chapters in the study will have the following framework: 
 Chapter 1 provides an overview of the study, the problem statement, the 
research objectives, research questions and methodology. 
 Chapter 2 covers the research methodology used in the study, which includes 
the research paradigm, sampling design and measuring instruments and data 
analysis procedure. 
 Chapter 3 comprises a literature study on SME incubation highlighting the 
purpose and the history of business incubators as well as the business 
incubation process in respect of the pre-incubation, incubation and post-
incubation of SMEs. 
 Chapter 4 explores literature on the incubator environment, specifically in 
terms of creating an enabling SME incubator environment in terms of incubator 
support structures and services. 
 Chapter 5 investigates literature on the best practices in business incubators in 
developed and developing countries. 
 Chapter 6 provides a summary of the sample and presents the biographical 
profile of the 14 South African incubator manager and incubators interviewed.  
 Chapter 7 presents the findings of the qualitative interviews conducted with 
incubator managers on the four identified best practices explored in this study. 
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 Chapter 8 summarises the study, concludes the findings and offers 
recommendations and guidelines on how the identified best practices can be 
applied in South African SME incubator environment.  The contributions of the 
study are provided as well as some limitations and areas for future research. 
 
In the next chapter the research design and methodology will be discussed in more 
detail. 
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CHAPTER 2 
RESEARCH DESIGN AND METHODOLOGY 
 
2.1 INTRODUCTION 
In Chapter 1, an overview of the study was provided starting with a background to 
SME business incubation in South Africa and then describing the problem area. The 
research questions to address the problem statement were outlined and the key 
concepts used in the study were clarified.  The objectives of the study were indicated 
and a brief literature review on previous SME incubation research was provided. The 
proposed research design and methodology were discussed as well as the required 
ethical considerations that had to be observed during the research study.   
 
According to Mouton (2001:56-57), research design is targeted at addressing the 
questions and objectives of a study. When constructing an appropriate research 
plan, a number of factors need to be considered such as the purpose of the 
research, the nature of the information, data sources and methods of data collection. 
The main function of research design is to maximise the validity of the research by 
enabling the researcher to anticipate what the appropriate type of research should 
be, in order to provide effective answers to the research questions (Mouton, 
2009:107). 
 
This chapter begins with a discussion on research design and will compare the two 
main research paradigms and explain why the qualitative paradigm was chosen for 
this study. In the next section of this chapter the adopted research methodology for 
the research will be explained. It is divided into four main sections, the first of which 
examines the population and sample. This is followed by a section explaining the 
data collection methods and is made up of a further two sub-sections, namely 
primary and secondary collection. The primary research collection involves a 
comprehensive description of the instrument used during the empirical investigation 
of this study. The third section explains the methods used for data analysis, and is 
followed by the final section discussing the trustworthiness (validity and reliability) of 
the measuring instrument used in the study. The chapter ends with a summary and 
conclusion. 
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The research design and methodology will next be discussed in more detail. 
 
2.2 RESEARCH DESIGN AND METHODOLOGY 
The purpose of this chapter is to discuss the research design process and to explain 
the methodologies used in this study.  
 
According to Bogdan and Knopp Biklen (2006:54), the research design is the plan of 
enquiry that puts various paradigms of interpretation into motion. This assists in 
understanding a phenomenon in its natural setting (Denzin & Lincoln, 2000:22). 
Research design and methodology define the logical connection between the 
research questions posed initially during a study, and the data that needs to be 
collected during the study for these questions to be answered. Research 
methodology can be seen as a plan which guides the researcher from the initial 
questions or problem statement to the conclusions and recommendations made in 
the final chapter (Yin, 2003:21). Research design focuses on the overall research 
strategy that enables the researcher to address the research problem, while the 
methodology focuses on the processes and types of research instruments that will 
be employed to collect and analyse data (Babbie & Mouton, 2008:75). 
 
In the next sections, the research design and methodology will be explained, starting 
with the research paradigms. 
 
2.2.1 Research paradigms 
According to Terreblanche and Durrheim (1999:6), research paradigms are broad 
systems of interrelated practice and thinking that define for researchers the nature of 
their enquiry along three dimensions, namely ontology, epistemology and 
methodology. They define ontology as “the nature of the reality that is to be studied, 
and what can be known about it, epistemology specifies the nature of the 
relationship between the researcher (knower) and what can be known; and 
methodology specifies how the researcher may go about practically studying 
whatever he or she believes can be known.” A paradigm means a pattern, structure 
or system of scientific and academic ideas, values and assumptions (Olsen, Lodwick 
& Dunlop, 1992:16). Collis and Hussey (2003:47-54) identify two main research 
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paradigms or philosophies, namely the positivistic (quantitative) and the 
phenomenological (qualitative) paradigms.  
 
The quantitative and qualitative paradigms are discussed in more detail in the next 
sections. 
 
2.2.1.1 Quantitative research 
The positivistic approach seeks the facts or causes of social phenomena, with little 
regard to the subjective state of the individual using logical reasoning. The 
quantitative research paradigm aims at uncovering general laws of relationships and 
causality that apply to all people at all times (Welman & Kruger, 1999:189). 
Quantitative research begins with an idea (hypothesis) which then through 
measurement (assigning of a value) generates numerical data that allows a 
conclusion to be drawn (Purmessur and Boodhoo, 2008:1; Zikmund, 2003:132). 
There are three main characteristics that are used to describe quantitative research, 
namely: 
• The researcher seeks to assign numbers or values to the perceived quality of 
things; 
• Variables play an important role in describing and analysing human behaviour; 
and  
• The researcher uses high levels of control during research to ensure that 
numerical data is accurate (Babbie & Mouton, 2008:52). 
 
According to Hittleman and Simon (1997:31), quantitative research makes use of 
questionnaires, surveys and experiments to gather data that is revised and tabulated 
in numbers, allowing the data to be characterised using statistical analysis. 
Quantitative researchers measure variables on a sample of subjects, and express a 
relationship between variables using statistics such as correlations, relative 
frequencies or differences in means with, a focus on the testing of theory. 
 
2.2.1.2 Qualitative research 
Heath (2007:27) defines qualitative research as an attempt to describe and interpret 
some human trends, which often uses an individual’s views and opinions. Bloomberg 
and Volpe (2008:10) state that “qualitative research is a broad approach to the study 
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of social phenomena and is based essentially on a constructivist and/or critical 
perspective”. Zikmund (2003:110) describes qualitative research as being 
exploratory in nature, and defines it as research conducted to clarify and define a 
research problem and the characteristics thereof. Babbie and Mouton (2001:520) 
highlights that the main function of qualitative research is to describe and understand 
human behaviour and its corresponding consequences. Qualitative research as a 
research methodology is primarily focused on understanding the processes and the 
social and cultural contexts which underlie various patterns of behaviour, and 
generally attempts to explore the ‘why’ questions of research (Maree, 2007:51). On 
the other hand, according to Collis and Hussey (2003:53), the phenomenological 
paradigm assumes that social reality forms part of the individual, and that social 
reality depends on the mind. The phenomenological paradigm emphasises the 
subjective state of a person, and uses interpretative techniques to translate the 
meaning of phenomena.  
 
Bloomberg and Volpe (2008:14) states that qualitative design is compiled to have an 
inductive point of reference, and is responsible for the generation of ideas in order to 
achieve the above-mentioned responsibility, the research design is open, enabling 
new information to emerge from the research undertaking as it occurs. In qualitative 
research, the researcher is considered to be the primary instrument of data collection 
and analysis. The researcher engages the situation, makes sense of the multiple 
interpretations, and collects data in a non-interfering manner, thus attempting to 
study real-world situations as they occur naturally without predetermined constraints 
or conditions that control the study or its outcomes. (Merriam, 1998:23). 
 
According to Babbie and Mouton (2001:278) and Heath (2007:28), the main 
characteristics of qualitative research that set it apart from other research 
approaches include: 
 A detailed period of contact with the object being studied; 
 The ability to select a smaller sample size; 
 Many different sources of data that can be used; and 
 Flexibility of research design which allows the researcher to adapt the study if 
required. 
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The differences between quantitative and qualitative paradigms will be discussed 
next. 
 
2.2.1.3 Differences between qualitative and quantitative paradigms 
The differences between quantitative and qualitative research paradigms will be 
discussed in Table 2.1. 
 
Table 2.1: Differences between qualitative and quantitative research 
Context of comparison Qualitative Research Quantitative Research 
Research setting Conducted in the natural setting 
of the participant 
Conducted in a controlled 
environment / setting 
Nature of research 
 
Subjective in nature Objective in nature 
Role of researcher Researcher directly involved in 
the process of data collection 
Researcher not directly 
involved in the process of 
data collection 
Research orientation 
 
Process oriented Outcome oriented 
Sample size 
 
Small sample size Large sample size 
Value of participants 
perspective 
Participants’ perspective highly 
valued 
Participants’ perspective 
not valued 
Nature of results  Results context specific Results generalised to a 
theoretical population 
Primary aim of research To formulate comprehensive 
descriptions and understand 
actions and events as they occur 
To formulate statistical 
data that explains and 
predicts actions and 
events 
Research approach Inductive which could lead to  
generation of new hypotheses 
and theories 
Deductive which explains 
hypotheses and theories 
 
Source: Adapted from Babbie & Mouton (2008:272-288); Neuman (2006:54-59); Yin 
(2003:42-48) 
 
From Table 2.1 it can be seen that qualitative research operates in the natural 
setting (where the subject is based), and the research is often conducted in the form 
of interviews. Quantitative methods are more focused on the outcomes of the 
research. According to Zikmund (2003:52-58), there are three types of research 
approaches used in the research paradigms, namely: 
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 Exploration, which is used when a researcher is examining a new area of 
interest, and provides a basic level of information on the topic, in order to 
familiarise future researchers with definitions, terms used, and basic aspects of 
the topic. Exploratory research is conducted in anticipation of further research 
to be able to provide conclusive evidence (Zikmund, 2003:55). 
 Description, which is used to describe situations and events, with the role of the 
researcher being to observe and then to describe what was observed. The 
main purpose of descriptive research is to describe what is dominant with 
regard to the problem in the study (Kumar, 2005:10). 
 Correlation, which is where the research problem is clearly defined and the 
researcher tries to establish cause-and-effect relationships amongst the 
variables in the study. Causal research emphasises relationship or 
interdependence amongst the variables (Kumar, 2005:10). 
 
2.2.1.4 Paradigm and approach chosen for the study 
According to Guba (1981:76), when selecting a research methodology, it is best to 
select a paradigm whose assumptions are best met by the phenomenon being 
investigated. This research study is about investigating best practices in SME 
incubators, and how these can be used to create an enabling SME incubation 
environment. Research will be conducted where the subject (incubator) is based, 
therefore the qualitative research paradigm is chosen. Four best practices will be 
investigated in the South African incubator environment. Comprehensive 
descriptions of the four best practices of the 14 incubators interviewed in the different 
provinces in South Africa (SA) will be provided. The sample size is small, as is 
usually the case in qualitative research.  
 
The aim of this study is to explore which best practices exist in international business 
incubators (developed and developing countries) and how SA incubators could learn 
from these best practices to create a more conducive enabling SME incubation 
environment, therefore the explorative research approach will be followed. The four 
best practices followed in both SA and international incubators will be described in 
great detail, which will lead to a deeper understanding of the area under investigation 
(enabling environment for SME incubation) and will lead to recommendations that 
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could improve the situation, that is implementation of the best practices to create an 
enabling SME incubation environment.  
 
In the next section, the population and sample are discussed. 
 
2.2.2 Population and sample 
The population of a research study can be defined as all of the individuals, items or 
units relevant to a study (Quinlan, 2011:206). The first step in defining a research 
sample is to define the population. In this study the population is all existing 
incubators in South Africa. 
 
With the research sample defined, the sampling frame can be constructed and can 
be defined as the actual group from which the sample will be selected (Mouton, 
2009:135). The researcher contacted the Seda National Office and the South African 
Business Technology Incubator Association (SABTIA) and requested a list of 
incubators. Seda only provided a list of relevant government funded incubators. 
Internet research was conducted to trace the private incubators. A list of 38 
incubators (33 government funded and five private) was identified.  
 
Table 2.2 provides an overview of the SA business incubators on the list provided by 
Seda and found by the Internet search. 
 
Table 2.2: List of South African business incubators  
Province Name Public/Private Sector 
 
 
 
 
Kwazulu-Natal 
Technology Incubator (InvoTech)  
 
 
 
Public 
Technology 
Seda Sugar Cane Incubator Agriculture 
Agri-Wiz Agricultural Incubator Agriculture 
Construction Incubator Durban Construction 
Construction Incubator Dundee Construction 
Downstream Aluminum Centre  Aluminum 
fabrication 
Furntech Umzimkhulu Furniture 
Furntech Durban Furniture 
Smart Exchange ICT Incubator ITC 
 
 
 
 
 
Eastern Cape 
 
Chemin East London  
 
Public 
 
 
 
 
Chemical 
Chemin Port Elizabeth Chemical 
Furntech Mthatha Furniture 
Construction Incubator Mthatha Construction 
Construction Incubator Port Elizabeth Construction 
Seda ICT Incubator Port Elizabeth 
 
ICT 
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Province Name Public/Private Sector 
 Comsec Manufacturing Incubator  
Private 
Manufacturing 
Hope Factory Port Elizabeth General 
Raizcorp Incubator Uitenhage General 
 
Western Cape 
Furntech Cape Town  
Public 
Furniture 
Furntech George Furniture 
Seda Renewable Energy Incubator Green energy 
 
 
 
 
Gauteng 
 
EgoliBio  
 
 
Public 
Biotechnology 
Furntech Johannesburg Furniture 
Lepharo Base Metals Incubator Base metals 
Seda Automotive Technology Centre Automotive 
Seda Essential Oils Business Incubator Essential oils 
Softstart Bio Biotechnology 
Zenzele Technology Centre Mining 
Shanduka Black Umbrellas Private General 
Raizcorp Incubator Johannesburg General 
 
Mpumalanga 
Mpumalanga Agri-Skills Incubator  
Public 
Agriculture 
Mpumalanga Stainless Steel Incubator  Stainless steel 
Timbali Floriculture 
Limpopo Seda Limpopo Jewelry Incubator Public Jewelry 
Makfura Makhura Incubator Biofuel 
Northern Cape Frances Baard SME Incubator Public General 
Manufacturing 
North West Seda Platinum Incubator Public Platinum 
Jewelry 
Free State Seda Agricultural Tooling Incubator Public Agriculture 
 
Source: Adapted from Seda (2011:45); Timm (2011a:60) 
 
The researcher emailed all incubators, requesting their participation in the study.  It 
was not possible to include all the incubators in SA, as some were not willing to 
participate. As can be seen in Table 2.2, there is at least one incubator in each 
province, and in some provinces there are a few incubators, while in others there are 
many. It should be noted that the Furntech Incubators, previously funded by the 
Seda Technology Program, have been closed down in 2011/2012 financial year. 
 
2.2.2.1 Sampling 
According to Babbie and Mouton (2008:166), there are two main types of sampling 
techniques, namely probability sampling, where a random sample is selected from a 
population, and non-probability sampling, where a sample is not randomly selected 
and relies on other techniques for sample selection, namely purposive or 
judgemental sampling, snowball sampling, and quota sampling. This study uses non-
probability sampling techniques as well as specifically purposive sampling where the 
sample is chosen based on certain characteristics that each member of the 
population must possess (Zikmund, 2003:381). Babbie and Mouton (2008:166) are 
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of the opinion that in cases where the researcher has knowledge of the 
characteristics of the population to be studied and where it is almost impossible to 
enumerate the whole population, a purposive and judgemental sampling procedure 
is suitable. Patton (2002:230) state that the benefit of purposive sample is that any 
trends that emerge with great variation are valuable to the researcher, because it 
captures the core experience and shared dimensions in a setting or of a 
phenomenon. 
 
Purposive sampling was also used to facilitate a sample with provincial 
representation including different business sectors and both government and private 
incubators in SA. The study will only focus on existing incubators, that is, those 
already in operation at the time of study in 2012. Because of the qualitative nature of 
this study, a smaller sample size of 14 incubators was chosen.  
 
Sample selection was negatively affected owing to government incubators indicating 
reluctance to participate in the study because they are tied to stringent confidentiality 
clauses, and there were concerns raised that the information required could 
compromise their funding status with the Seda Technology Programme. The 
incubator management were informed that the information was going to be used for 
no other reason except academic purposes and that no names of persons, contact 
details or information related to funding received would be linked to any of the 
incubators.  
 
Despite this approach, only 12 out of the 33 government funded incubators agreed to 
participate in the research study. All private incubators were approached, but only 
two incubators agreed to participate in the research study.  The three others declined 
to participate because of confidentiality contracts with their funders and SMEs, not 
having the time to participate in interviews, and a third owing to organisational 
restructuring affecting the targeted participant. Hence the incubators who did 
participate will not be named in this study, but will be referred to as INCUBATOR A, 
INCUBATOR B and so on, and managers will be referred to as Mr A, Ms B and so 
on, in order to adhere to confidentiality and anonymity guaranteed to them.  
 
In the next section the data collection processes will be discussed in more detail. 
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2.2.3 Data collection 
According to Babbie and Mouton (2008:76), the difference between secondary and 
primary research is that primary data is all the data the researcher collects in his or 
her own capacity, while secondary data is data that already exists at the beginning of 
the study. 
 
In the next section the data collection will be discussed, specifically considering the 
secondary and primary research. 
 
2.2.3.1 Secondary research 
The main function of secondary research is to contextualise the study within the 
general body of scientific knowledge (Babbie & Mouton, 2008:565). According to 
Nachmias and Nachmias (2008:8), secondary research can be defined as the 
collection, analysis and interpretation of existing research, and it becomes a platform 
to compile a literature review, which enhances the ability of the study to attain the 
research objectives and address the research questions. In the present study, the 
secondary research provided a good foundation from which the primary research 
could be conducted.  
 
The secondary research, to be discussed in Chapter 3 of this study, provides the 
purpose and the history of business incubators as well as the business incubation 
process in respect of the pre-incubation, incubation and post-incubation of SMEs. 
Chapter 4 covers the incubator environment as well as the factors influencing the 
enabling environment for SME incubation. A specific focus on incubator support 
structures and incubator support services to create an enabling SME incubation 
environment is also discussed, and Chapter 5 discusses the best practices of 
business incubators in developed countries including the United States of America, 
United Kingdom and China, and business incubators in developing countries, 
including Brazil, India and South Africa. A comprehensive international and national 
desktop search on SME incubation, with particular emphasis on best practices that 
can create an enabling environment for SME incubation, was conducted via online 
databases such as SABINET, EBSCOHOST, Emerald and Google Scholar, to obtain 
relevant scholarly articles. The secondary sources also included bibliographies, 
abstracts, newspapers, reference books and textbooks, conference proceedings, 
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reports, theses, periodicals and academic journals. While there was a relatively large 
amount of empirical research available on international SME incubation, there still 
remains a void in empirical research available on the SME incubation sector in SA, 
but information from various conference notes, workshop notes and recent articles 
was included in the literature, specifically in Chapter 5.  
 
From the secondary research conducted in this study it is evident that a great need 
exists for more empirical research on SME incubation in SA, and how an enabling 
environment for SME incubation can be achieved. 
 
2.2.3.2 Primary research 
Primary research is the foundation of the empirical investigation of a study, includes 
all data collected through the researcher’s own efforts, and excludes all data that 
existed before the start of the study (Babbie & Mouton, 2008:79). Based on the 
literature studied, an explorative research approach was followed to conduct the 
primary research.  
 
a) Qualitative data collection methods 
Zikmund (2003:65-69) identifies a number of primary data collection methods, such 
as the following: 
 Surveys which are a relatively cheaper method and which can be conducted in 
person, telephonically or the where the participant completes a questionnaire; 
 Experiments which provide the best possibility of establishing whether cause-
and-effect relationships exist; and 
 Observation which is the situation where the interviewer records his/her 
observations. 
 
In this study, the survey method was used. A survey is where a sample of subjects is 
drawn from a defined set of people or population to obtain information (Easterby-
Smith, Thorpe & Lowe, 1991:122). The present study used a survey method among 
14 SME incubators is SA.  
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There are various data collection methods that can be used in qualitative research 
such as surveys (via mail, fax, Internet and email questionnaires), computer-aided 
interviews, voice-activated telephone interviews and personal interviews, either  
door-to-door or by intercept (Zikmund, 2003:65-69). Henning (2004:6) explains that 
there are three main types of data collection methods used for qualitative research 
namely:  
 direct observation;  
 focus groups; and  
 in-depth interviews.  
 
Table 2.3 highlights the advantages and disadvantages of these three data collection 
techniques. 
  
Table 2.3: Advantages and disadvantages of qualitative data collection 
methods 
 
 Advantages Disadvantages 
Direct observation • Participants are observed  
within a specific environment  
• A controlled or natural 
environment 
• The participants observed could 
be completely oblivious of the 
researcher 
• Could present ethical issues  
• Could influence how participants 
act and respond, thus affecting 
research findings 
Focus groups • Can be done with a small group 
of participants  
• Discussion of specific topics in 
the group 
• Often leads to spontaneous 
discussions and rich information  
• Robust discussion often aids an  
understanding of the topic 
• Dominant participant’s opinion 
may overshadow the others  
• Group discussion could reduce the 
interviewer’s control over the 
group  
• May experience difficulty in 
capturing information amidst the 
intermingling voices 
• Views are expressed in group 
setting and does not allow for 
confidentiality 
In-depth interviews • Participants are interviewed 
individually in a conducive and 
natural setting  
• Broad in terms of the aspects of 
the topic being discussed  
• Data collected from in-depth 
interviews is regarded as 
credible and believable 
• Allows more confidentiality 
• Time consuming 
• Potential exists for interviewer bias  
• Participants may feel intimidated 
and not respond spontaneously  
 
Source: Adapted from Henning (2004:53); Kvale (1996:101) and Quinlan (2011:290-
291) 
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In Table 2.3, the three data collection methods in qualitative research are discussed 
in respect of their advantages and disadvantages. Based on this information, the 
most suitable method for data collection in this study will now be indicated. 
 
b) Data collection method chosen for the study 
For the purpose of this study, in-depth interviews were selected as the most suitable 
data collection method. Qualitative interviews, as compared to quantitative surveys 
assume a more informal and free-flowing nature, with the predetermined questions 
carrying significant importance, but also encouraging subjects to express their views 
at length. Kvale (1996:101) states that these views may include their beliefs, 
experiences, opinions or narratives. Data was collected using both face-to-face 
interviews and telephonic interviews. The benefits and some challenges of the 
telephonic and face-to-face interviews are summarised in Table 2.4. 
 
Table 2.4: Comparison of telephonic and face-to-face interviews 
Context of comparison Telephonic Interviews Face-to-Face Interviews 
Geographic inclusivity Can include participants from 
virtually any geographic region 
Limited to audience 
(Participant) in immediate 
location 
Potential for observation(s) Does not allow the researcher to 
observe non-verbal data 
Allow the observation of non-
verbal data e.g. through 
gestures 
Economic use of resources Interviewer use economic and 
human resources efficiently 
More costly (includes travel) 
and requires uneconomic use 
of human resources 
Ability to  build trust and 
rapport 
May cause a sense of 
detachment due to telephonic 
interface 
Being in one room facilitates 
building rapport and trust 
Potential for anonymity and 
spontaneity  
Afford participants more 
anonymity and they may be more 
open to respond spontaneously 
Participants may feel exposed 
or intimidated due to physical 
presence of interviewer 
Managing participant 
involvement in research  
Interviewer has less control to 
maintain participant involvement 
(drop outs, unavailability) 
Interviewer can help to 
maintain participant 
involvement (less drop outs) 
Managing disruption caused 
by note taking 
Minimise disadvantages of face 
to face interviews where note 
taking may disrupt the flow of 
response 
Note taking may cause 
participant to feel intimidated 
and limit spontaneity  
Potential for clarifying 
information with participant 
Process may be rushed and thus 
not allow for adequate platform 
to clarify questions 
Platform for clarifying 
information being 
communicated 
 
Source: Adapted from Knox and Burkard (2009:3-5) 
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From Table 2.4 it can be seen that both techniques hold valuable advantages. Face-
to-face interviews allow for the observation not only of verbal but also nonverbal data 
such as facial expressions or gestures. Another advantage is the proximity caused 
by both interviewer and participant being in the same space, and thus they can build 
a rapport that may enable participants to more easily disclose their experiences 
more effectively than in phone interviews. Further advantages include the fact that 
face-to-face interviews help maintain participant involvement more successfully than 
phone interviews for instance resulting in fewer dropouts and allowing the researcher 
to clarify the information being communicated.  
 
The advantages of telephonic interviews include enabling interviewers to include 
participants from virtually any geographic region, and are a more efficient and 
economical way to capture the experiences of non-local participants (Knox & 
Burkard, 2009:3). Phone interviews may also afford participants more anonymity, 
because they may use a pseudonym and thereby not fully identify themselves and 
thus be more at ease to respond spontaneously. This proved valuable during this 
study where the bulk of the sample was located outside of the Nelson Mandela 
Metropole. The major advantage of telephonic interviews is that they use economic 
and human resources efficiently, for instance reducing the need for travel, thereby 
widening the net that researchers may cast for participants, and enabling effective 
and expedient data collection. According to Quinlan (2011:222), telephonic 
interviews also allow interviewers to take detailed notes of an interview without 
making participants feel uncomfortable, and response bias may be reduced in the 
absence of facial expressions and the anonymity afforded by the telephonic 
interface. The disadvantages of telephonic interviews are that the interviewer cannot 
establish the same level of rapport with the participant, and it may be difficult during 
telephonic interviews to notice when the participants may require more information.  
 
Initial contact was made telephonically with the incubators to identify the relevant 
participants, (the incubator managers), and permission was obtained to include them 
in the study. Contact details were confirmed and recorded. A cover letter explaining 
the purpose of the research study and confirmation of confidentiality and anonymity 
as well as the interview schedule, was then sent to the incubator managers by email 
and were followed up with a telephone call to confirm receipt.  
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An appointment was then arranged for either face-to-face or telephonic interviews to 
take place. Sending interview schedules by email made the interview process quite 
easy, as all incubator managers had a copy of the interview schedule prior to the 
interviews. However, many incubator managers completed the interview schedules 
and emailed them straight back. Telephonic interviews were then used for these 
participants to seek clarity on some issues, and to complete any outstanding 
information.  
 
Three face-to-face interviews were done with incubators within the Nelson Mandela 
Metropole and East London area because of proximity to the interviewer. Follow-up 
interviews were conducted telephonically as some managers highlighted issues in 
their responses that were then explored telephonically in the other incubators as 
well.  
  
2.2.3.3 Measuring instruments 
According to Kumar (2005:69) there are four different measurement scales used in 
quantitative research, namely nominal or classificatory, ordinal or ranking, interval, 
and ratio scales.  In Table 2.5 a brief description of each of these scales is given. 
 
Table 2.5: Description of four measurement scales 
Measurement scale  Description 
Nominal or classified Numbers or letters are assigned to the objects to serve as labels to 
identify or to classify them. This is the simplest measurement scale. 
Ordinal or ranking The objects are arranged according to their magnitude 
 
Interval Objects are arranged according to their magnitudes but there is a further 
classification that distinguishes the arrangement in units of equal intervals 
Ratio It has absolute rather than relative quantities and can be an absolute zero 
when a given attribute is absent 
 
Source: Adapted from Kumar (2005:69); Zikmund (2003:738-741)  
 
Since this is a qualitative study, the measurement scales outlined in Table 2.5 are 
not applicable. Struwig and Stead (2001:98-99) differentiate between two types of 
measuring instruments that can be used in qualitative studies, as summarised in 
Table 2.6. 
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Table 2.6: Advantages and disadvantages of structured and unstructured  
measuring instruments  
 
 Advantages Disadvantages 
Structured 
measuring 
instrument 
 Contains formal structured 
questions  
 Consistency in that there is no 
change in the wording of the 
questions from one participant to 
the next 
 Questions are based on research, 
theory and the experiences of the 
interviewer 
 Does not allow the interviewer to 
probe the participants  
 Does not enable the participant to 
provide information beyond the 
scope of the questions  
 Interaction amongst the 
interviewer and participant is very 
restricted 
 Advantages Disadvantages 
Unstructured 
measuring 
instrument 
 Less formal, as there is no 
comprehensive list of set 
questions 
 The interviewer would explain the 
topic of discussion and 
participants to express their 
opinions and experiences  
 Allows the researcher to probe for 
more information 
 Questions are determined by the 
participant’s responses and 
generate in-depth data on  topic 
 It is essential that the interviewer 
establish a rapport with the 
participant and understand their 
point of view to get a good 
response 
 Interviewer must be able to guide 
discussion else it could go off on a 
tangent 
 The instrument may require the 
participant being interviewed more 
than once to get full information  
 
Source: Adapted from Struwig and Stead (2001:98-99) 
 
In this study only one identifiable issue required investigation, namely what best 
practices exist in South African SME incubators. The secondary research that was 
conducted exposed which best practices do exist in SME incubation:  
 strategic focus;  
 sources of incubator funding;  
 services of the incubator; and 
  role of government.  
 
These best practices were used as the framework to introduce the topic to be 
discussed. A semi-structured research instrument, namely an interview schedule 
containing semi-structured open-ended questions, was compiled. According to 
Zikmund (2003:332), open-ended questions are valuable when the various range of 
responses is unknown.  The interview schedule was structured as follows (See 
Annexure A): 
 Section A canvassed demographic details of the SME incubator manager 
(participant), contact details and staffing information for the SME incubator. It 
30 
 
also captured general information of the incubator which was useful in 
compiling individual case studies of the 14 incubators; 
 Section B explored biographical information about the strategic focus of the 
business incubator, including the vision, mission, strategic objectives and the 
role and linkages it held in respect of social and economic development, job 
creation and poverty alleviation. Incubator managers were also asked to 
provide suggestions in respect of what the strategic focus of the incubator 
should be;  
 Section C explored information about the business incubator services provided 
by the SME incubator, and required participants to list the SME support 
services provided, whether these were all done in-house and which services 
were outsourced and specific questions were posed to gauge what pre- and 
post-incubation services were offered. Further questions were posed in respect 
of the range of services being limited for on-site SMEs, or whether it extended 
to off-site SMEs, and whether any linkages existed with academic institutions 
and research and development institutions. Incubator managers were also 
asked to provide suggestions in respect of what the business services of the 
incubator should be; 
 Section D investigated the sources of business incubator funding to the 
incubators and included questions relating to establishment funding sources, 
conditions for funding, and an explanation of the funding model used by the 
incubator. Further questions probed what alternative funding strategies were 
pursued by the incubator, and whether it was for-profit or non-profit. Pertinent 
questions were posed relating to sources of operational funding and what 
percentage of funding was sourced from government, and whether this funding 
was conditional. SME incubator managers were also asked to provide 
suggestions in respect of what alternative funding sources exist for incubators; 
and  
 Section E explored the role of government, and probed whether government 
policies influenced the establishment of the SME Incubator. Linkages to 
economic development and other strategic alliances were queried, and SME 
incubator managers were also asked to confirm the role of government 
contributing to an enabling environment, and what government strategies or 
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other support was available to the Incubators; they were asked to suggest how 
government could better support SME incubators, and how incubators could 
become more self-sustainable. 
 
In the next section the data analysis process will be discussed in more detail. 
 
2.2.4 Data analysis 
According to Holliday (2001:99), in qualitative research, data analysis can be 
described as a process that requires an interviewer to be able to capture the 
understanding of the data collected. Data analysis is also described as being a 
mechanism for reducing and organising data to produce findings that require 
interpretation by the interviewer (Burns & Grove, 2003:479).  Quinlan (2011:420) 
states that one of the main functions of qualitative data analysis is to develop as 
‘thick’ or ‘rich’ and as complete an account of the phenomenon as possible being 
investigated. 
 
According to Henning (2004:127-128) data analysis requires the interviewer to 
become immersed in the data. Data analysis is done to preserve the uniqueness of 
each participant’s lived experience, while permitting an understanding of the 
phenomenon being researched. This process begins with listening to the 
participants’ descriptions, and is followed by reading and rereading the verbatim 
transcriptions. As the interviewer became immersed in the data, significant 
statements were extracted and central themes which emerged were identified. The 
process of connecting themes to one another began. It is critical to identify how 
statements or central themes emerge and connect to each other if the final 
description is expected to be comprehensive and exhaustive (Streubert & Carpenter, 
2003:70). 
 
Patton (2002:40-41) highlights the following data analysis strategies which can be 
used when doing qualitative studies: 
 Unique case orientation by understanding the uniqueness of each case. The 
researcher ensures that the details of the individual cases are accurately 
captured during first-level analysis, so that in the second, cross-case analysis, 
the quality is good, as it is dependent on the quality of the individual case 
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studies. Biographical profiles of all 14 incubators and incubator managers were 
presented as cases; 
 Inductive analysis and creative synthesis by paying attention to details may 
lead to discovering interrelationships or patterns, firstly, by exploring the data, 
then by confirming the data, and lastly by embarking on a creative 
amalgamation of data. Data was analysed in terms of the themes and sub-
themes that emerged from the results in the interview schedules; 
 Holistic perspective where the research problem is understood as being 
complex.  The focus is given to the interdependencies and system dynamics, 
which cannot be significantly reduced to variables and clearly defined cause-
effect relationships. Data was also analysed by comparing the initial findings in 
the themes in a provincial comparison to government versus private incubators. 
The conclusions of the SA findings were compared to the literature of best 
practices in international incubators in developing and developed countries; and  
 Context sensitivity where findings are placed in historical, social and 
chronological context. The emphasis is on careful comparative case analysis 
and determining patterns. When analysing the results, care was taken to also 
link them to the province, information on the state of the province, or topic on 
hand in literature, as well as the biographical data of the participants and the 
incubators. 
 
All of the above-mentioned data analysis strategies were employed in this study as 
indicated. When conducting qualitative research the data analysis process requires 
the researcher to continuously reflect on the data by asking probing questions and 
recording the answers throughout the research. According to Henning et al. 
(2004:126) data analysis is not a separate activity from the other activities in the 
research process, but should happen simultaneously. It involves asking open-ended 
questions, recording them and analysing the data supplied by the participants. 
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2.2.4.1   Coding of data 
After collecting all of the completed interview schedules and supporting documents, 
the researcher retyped the data using the exact words and language recorded by the 
participants, and used the information as an audit trail. Each transcript was assigned 
a letter of the alphabet to ensure that the participants could not be identified, and all 
incubator managers and incubators were subsequently referred to using the 
assigned letter e.g. Mr. A from Incubator A. This information was then analysed, 
using the case study, content analysis, grounded theory and comparative analysis 
method. The nature of the data collected determined which was the most suitable 
method to use, as various best practices were investigated, such as biographical 
information, strategic focuses, sources of funding, incubator services and role of 
government.  
 
The data analysis methods used in the study will now be discussed in more detail. 
 
a) Unique case orientation 
Patton (2002:40-41) encourages unique case orientation when the researcher 
ensures that the details of each case are correctly captured to ensure cross-case 
analysis.  The biographical profiles of the incubator managers and incubators were 
analysed using a case orientation to ensure the quality of each individual case study.  
The combined case studies of all 14 incubators also allowed a multiple case study to 
be conducted, in order to compare and contrast findings. The results of that 
comparison can strengthen the validity of theories, help identify other cases in which 
the results are generalisable, and suggest refinements of theories or falsify them 
completely. (Riley, Wood, Clark, Wilkie & Szivas, 2000:101).   
b) Content analysis 
White and Marsh (2003:35) explain that the qualitative nature of content analysis 
focuses on the meaning of content in the development stages of research to 
determine the frequency of the phenomena of interest.  For the purpose of this study, 
it was decided to use content analysis to analyse the data collected. In this analysis 
the researcher used Tesch’s eight-step model as described by De Vos et al. 
(2002:340-341) to plan the data analysis process namely:  
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 The researcher obtained a sense of the whole interview by reading through all 
the transcriptions and jotting down ideas as they came to mind; 
 The researcher selected one interview schedule and read through it to 
thoroughly understand the interview and the underlying meaning in the 
information, and jotted down thoughts as they came to mind; 
 The researcher completed the same tasks for all interview schedules, and 
arranged similar topics in groups by forming columns labelled major topics, 
unique topics, and unrelated topics; 
 The researcher then abbreviated the topics as codes and wrote the codes next 
to the relevant sections of text within the interview schedules, and observed the 
organisation of data to check for new emerging categories or codes; 
 The researcher identified the most descriptive words for themes and converted 
these into categories while reducing the categories and grouping together 
topics that related to each other;  
 The researcher finalised abbreviations for each category and alphabetised the 
codes; 
 The data (text material) belonging to each category was clustered in one place 
and a preliminary analysis was performed; and 
 Recoding of existing data was done where necessary. 
 
This process provided the findings as detailed in Chapter 7 in respect of the four best 
practices and how it was employed in the incubators. 
 
According to Morse and Field (1997:117), when using this method of data analysis, it 
is best not to identify too many categories as saturation is achieved slowly, meaning  
no new data emerging. With a limited number of categories (related topics) a 
researcher is able to categorise the data into sub-categories where necessary, and 
once each category is reasonably populated with data and saturation is achieved, 
the researcher is then able to write descriptive paragraphs about the categories and 
look for relationships between the categories.  
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c) Constant comparative method 
Data was also analysed using the constant comparative method. The constant 
comparison method involves investigating similarities and differences in the data 
collected. This process is repeated until core themes are identified, and these core 
themes become the foundation for emerging theory. In this study the findings of the 
best practices revealed in the interviews with the 14 incubator cases were compared 
and categorised according to emerging themes and sub themes. These findings 
were then analysed with a provincial comparison and a government versus private 
incubator comparison. This comparison has led to the development of new 
information on incubator best practices that can be applied in the SA environment to 
promote SME development within an enabling incubator environment. 
 
d) Grounded theory 
Collis and Hussey (2003:73) maintain that the purpose of grounded theory is to 
develop theory. The researcher made use of grounded theory as a data analysis 
approach. According to Quinlan (2011:427), grounded theory is a systematic 
inductive approach to developing theory, and the main purpose for using grounded 
theory is to discover what is happening in relation to the research phenomenon and 
to build theory about that, using data collected on or about the phenomenon. The 
researcher therefore used the following seven steps as identified by Riley et al. 
(2000:106) to conduct the data analysis: 
 Familiarisation – data was read and re-read to capture anything which helped 
formulate ideas and raise further questions which might need answering; 
 Reflection – where relationships were identified between the data and prior 
research or academic studies or even common knowledge and understanding; 
 Conceptualisation – when it was necessary to study the concepts or variables 
which seemed important for an understanding of what was happening, so as to 
classify or order data. This was done by consulting the incubator websites and 
annual reports for further information; 
 Cataloguing – organising concepts to provide a quick reference or glossary to 
help establish whether the language recorded in data corresponded with the 
language used; 
 Recording – by continually refining the data, during which further interpretation 
36 
 
and analysis took place, which often led to new categories and sub-categories, 
some of which were abandoned; 
 Linking – where trends were identified, or if certain concepts were showing 
relationships with each other, useful generalisations could be drawn which 
related to other theories and models; 
 Re-evaluation – this is an on-going exercise, as well in observations of other 
participants when there was a change of emphasis, a reallocation or relabeling 
of concepts or a new idea or approach appeared as a consequence of 
reflection. 
 
According to Quinlan (2011:428) it is important for the researcher to be theoretically 
sensitive and able to conceptualise the patterns that emerge from data. This is 
essential to move from description to conceptualisation and development of theory. 
Analysis of results takes place simultaneously with the research process. According 
to Henning (2004:115), the data collection and data analysis happen together. The 
data collection and analysis informed each other, and the analysis became a higher- 
level synthesis of the data gathered. As theory emerged, the researcher was able to 
go back to participants and probe for more information, and was referred to their 
websites and annual reports until theoretical sampling satisfied the researcher that 
the theory was clear.  All observations were recorded during the interview process 
and detailed memos were compiled based on these observations. Where 
participants tended to provide more information than what was required, the 
researcher attempted to put the information in context to ensure that data collected 
was relevant to the topic under investigation. 
 
From the above it can be observed that the researcher identified a suitable sample 
and employed the most appropriate data collection and analysis methods to 
contribute to the credibility and level of trust in the reported outcomes. 
 
In the next section the trustworthiness of the research process is discussed in more 
detail. 
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2.2.5 Trustworthiness  
In quantitative research the traditional criteria for ensuring the credibility of research 
data are objectivity, reliability and validity. These criteria are usually based on 
standardised research instruments. In qualitative research, which are often not 
based on standardised research instruments and use smaller samples, these three 
criteria are not all applicable. In qualitative studies, trustworthiness is the 
corresponding term used to measure the quality of qualitative research. De Vos et al. 
(2002:351) emphasise that every study requires a level of applicability, consistency 
and neutrality. Therefore he states that the following four assumptions accurately 
reflect the assumptions of the qualitative paradigm: credibility, transferability, 
dependability and conformability. 
a) Credibility 
Credibility in qualitative research can be defined as the extent to which the data and 
the data analysis are believable and trustworthy. According to Collis and Hussey 
(2003:278), credibility demonstrates that the research was conducted in such a 
manner that the subject of the enquiry was correctly identified and described, and 
could include:  
 Demonstrating that the inquiry was conducted in a manner to ensure the 
subject was accurately identified and described; 
 Showing that the strength of the study that aims to explore a problem or 
describe a setting, a process or social group or pattern of interaction; 
 An in-depth description showing the complexities of variables and interactions 
will be embedded with data from the setting that it cannot help but be valid; and 
 The parameters of that setting, population and theoretical framework the 
research will be valid. The qualitative researcher should therefore clearly state 
the parameters, thereby placing boundaries around the study.  
 
Business incubator managers were identified by obtaining their names from the 
Seda database or through an internet search. Some information was confirmed in 
their annual reports. All incubator managers were currently employed at the 
incubator and outlined their key performance areas related to their position. The 
incubators included in the study complied in respect of the sampling criteria namely 
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provincial location, government or privately funded, and sector-focused or general 
incubators. Guba and Lincoln (1995:314) identify member checking as an ideal 
method to increase credibility. The researcher used this method by gaining 
participants’ feedback on the data collected in other incubators, as well as their 
interpretations and conclusions. Some of the information provided by participants 
was also corroborated through the websites of the various incubators, as well as 
their published Annual Reports (where available) to ensure triangulation of data. 
b) Transferability  
Transferability refers to external validity or generalisability. The researcher is able to 
refer back to the original theoretical framework to show how data collection and 
analysis has been guided by concepts and models. By doing this the researcher is 
also able to state the theoretical parameters of the research. Seale (1999:45) 
highlights that transferability can be attained by providing a detailed and rich 
description of the setting to provide sufficient information to assess the applicability 
of the findings in other settings. The compilation of case studies for each of the 
incubators provided a good summary of the setting and thus made transferability 
possible, for instance it was possible to judge whether the findings in one public or 
private incubator were similar in another, or whether the findings in one incubator in 
a specific province were similar in another province. 
 
c) Dependability  
According to Collis and Hussey (2003:278), dependability refers to the fact that the 
research process is systematic, rigorous and well documented. Furthermore, it is 
seen as the alternative to reliability where the researcher attempts to account for 
changing conditions in the phenomenon being studied, as well as changes in the 
design created by an increasingly refined and improved understanding of the setting. 
Merriam (1998:205) states that dependability is the extent to which research findings 
can be replicated with similar subjects in similar settings. In qualitative research it is 
challenging to confirm dependability, since human behaviour is not static and is 
contextual, changing depending on various influencing factors. The study highlighted 
the fact that incubator managers differed from one incubator to the next in terms of 
their work experience and experience in incubator management, thus also affecting 
their performance.  
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The researcher strove to ensure dependability by: 
 Using multiple methods of data collection and analysis (triangulation); and 
 Providing a detailed outline of how data was collected to allow for an audit trail.  
 All notes, interview schedules, transcripts and memos were thus retained 
should audit be required. 
 
d) Confirmability  
Confirmability refers to the concept of objectivity and whether the research can be 
confirmed or corroborated by others, and that steps must be taken to ensure  that 
the  findings are the result of the experiences and ideas of the participants, rather 
than the characteristics and preferences of the researcher (Shenton, 2004:73). The 
researcher thus continuously asked the question whether the data helped to confirm 
the general findings and by providing detailed information on the theory behind the 
study (literature reviews). It also required the researcher to remain aware of 
individual subjectivity or bias which may have been present. Here too, the researcher 
archived all collected data so that it could be made available should the findings be 
challenged. 
 
2.3 ETHICS CLEARANCE 
The researcher formally applied for ethical clearance from the Nelson Mandela 
Metropolitan University.  A conscious effort was made to ensure that ethical 
standards were adhered to in the course of this study. Considerations included: 
 Attaining consent from all participants before an interview was conducted; 
 Ensuring transparency and truthfulness will participants; 
 Ensuring that all information sourced during the research was kept confidential; 
 Data analysis was done without referring to the specific incubators. 
 
2.4 SUMMARY  
In this chapter, a detailed discussion of the research design and methodology which 
was followed was provided. The research methodology was discussed including the 
proposed population, sample, sampling procedure and sample selection. 
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The research paradigm was discussed with special reference to the choice of 
qualitative research as the preferred research approach. The data collection 
methods were described and the research instrument was discussed by referring to 
the purpose and physical characteristics of the interview schedule and the types of 
questions asked. The data analysis procedures were briefly discussed as well as the 
trustworthiness of the research study. 
 
In the next chapter, a literature review is provided on SME business incubation. The 
entrepreneurship process is discussed and the purpose of business incubators and 
the history of business incubators will be explained. The business incubation process 
will be described in respect of the pre-incubation, incubation and post-incubation of 
SMEs. 
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CHAPTER 3 
SME BUSINESS INCUBATION 
 
3.1 INTRODUCTION 
Chapter 2 provided an overview of the research design and methodology used in the 
study. The research paradigms were discussed and the reasons for the selection of 
the qualitative paradigm were provided. Chapter 2 also described the data collection 
process in respect of secondary and primary data, how the data was analysed as 
well as the trustworthiness of the research process. 
 
In this chapter, a theoretical overview is provided of the entrepreneurial process. 
According to Kuratko (2005:577), the entrepreneurial revolution has taken the world 
by storm and has affected the world of SMEs forever. This chapter will elaborate on 
the purpose of business incubators, and the history of business incubators will be 
discussed. The business incubation process will be described with respect to the 
pre-incubation, incubation and post-incubation of SMEs.  
 
This chapter will end with a description of the various incubator models which are 
found internationally. In the next section the entrepreneurship process will be 
discussed in more detail. 
 
3.2 THE ENTREPRENEURSHIP PROCESS 
Entrepreneur is a French word which means “one who starts an enterprise and 
assumes the risk of failure or reaps the rewards of success” (Coulter, 2004:4). 
Timmons and Spinelli (2004:47) describe entrepreneurship as a way of thinking, 
reasoning and acting that is opportunity-orientated, holistic in approach, and 
leadership-balanced. It is important to note that to understand entrepreneurship, one 
should not only investigate the ‘who’ and the ‘what’ but also the ‘how’ of 
entrepreneurship. This is confirmed by Rwigema and Venter (2004:6) who state that 
entrepreneurship is “the process of conceptualising, organising, launching and 
nurturing a business opportunity into a potentially high-growth venture in an often 
complex and unstable environment”.  
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Entrepreneurship is comprised of four key components (Morris & Kuratko, 2002:22): 
 It involves a process and is therefore manageable; 
 It creates value where there was nothing before; 
 It requires resources; and 
 It is the outcome of an identified opportunity. 
 
Thus entrepreneurship is an opportunity-based process that requires resources to 
create a value offering. Kuratko and Hodgetts (2004:3) state that although the 
creation of a business offering value is an important facet, it is not the complete 
picture of entrepreneurship. Timmons and Spinelli (2004:57) depict the 
entrepreneurial process as shown in Figure 3.1 below. 
 
Figure 3.1: The Timmons model of the entrepreneurial process   
   Communication 
 
 
                                                   Business Plan   
                     Ambiguity   Fits and Gaps     External Forces 
 
  Creativity       Leadership 
                    Uncertainty                                             Capital Market Context 
 
 
    Founder 
Source: Timmons & Spinelli (2004:57) 
 
In the model depicted in Figure 3.1, Timmons and Spinelli (2004:88) identify the 
following central themes in the entrepreneurial process: 
 An opportunity; 
 A lead person (entrepreneur); 
 Resources and creativity; and 
 A fit or balance amongst the various forces. 
 
Opportunity 
Person  
Resources 
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The Timmons model thus emphasises that three constructs, namely person, 
opportunity and resources, are influenced by external forces. These forces could 
include the society, government, culture, economy, legal obligations, the business 
environment, education, technology and banking, and the authors further argue that 
an individual’s personal values and aspirations to start a new business are shaped 
by their environmental conditions (Timmons & Spinelli, 2004:57). Herrington et al. 
(2009:21-22) refer to these external forces as ‘entrepreneurial framework conditions’ 
and add that these are dependent on the social, political and economic context 
within which they exist. The entrepreneur, as a person, is always at the core of the 
process as the founder, and has to consider many different and often conflicting 
elements in establishing and running his or her business. Rwigema and Venter 
(2004:25) state that entrepreneurship rests on an individual (entrepreneur) who 
orchestrates three variables namely opportunity, resources, and an appropriate 
team. The entrepreneur thus has to navigate through a minefield of external forces to 
eventually start a business, using limited resources in a challenging environment.  
 
According to Rwigema and Venter (2004:25), the Timmons model indicates that the 
entrepreneurial process is driven by an opportunity, and led by an entrepreneur who 
is surrounded by an entrepreneurial support team possessing the needed knowledge 
and skills to make it happen with frugal resources. In Figure 3.1 the line separating 
the founder and the person or entrepreneur represents a balance between the 
external forces or a lack thereof. The model thus shows that the entrepreneurial 
process requires constant assessment in respect of how the external forces are 
responded to, and how the changes in the external environment could affect the 
entrepreneur.  
 
Dockel and Ligthelm (2005:55) state that SMEs succeed in their entrepreneurial 
ventures owing to three broad factors: 
 Intentions – as shaped by demographic variables, and the personal 
characteristics, values and beliefs of the entrepreneur; 
 Ability – as related to the factors internal to the business, such as educational 
level, business management skills, social and informal learning networks, the 
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legal form of the business, the growth potential of the product or service it 
offers, its assets; and  
 Opportunities – as determined by the growth factors external to the business, 
such as market conditions, access to finance, public sector support, and labour 
market conditions. 
 
According to Antonites (2003:41-42), this can be confirmed by the Van Vuuren 
formula, showing that entrepreneurship is a function of a combination of factors such 
as personal motivation (intentions), entrepreneurial skill (ability) and business skills 
(spotting opportunities in the market). Barringer and Ireland (2008:18) emphasise the 
importance of entrepreneurship on the economy and society, and flag the role of 
entrepreneurship in accelerating innovation, job creation and globalisation. This is 
confirmed by Kumar & Ravindran (2012:13), who states that entrepreneurship is 
critical to the development of an economy of a country because it: 
 Creates jobs; 
 Facilitates the development of new products; 
 Fosters innovation; 
 Identifies new markets; and 
 Increases productivity through competitiveness. 
 
The importance of enhancing entrepreneurship and entrepreneurial performance can 
thus not be overemphasised, and one way of accepting it is to employ enterprise 
development programmes such as incubation to stimulate entrepreneurship 
development.  
 
In the next section the history of business incubators will be discussed. 
 
3.3   HISTORY OF BUSINESS INCUBATORS 
Incubators have been around since 1959, when the Batavia Industrial Centre was 
established in New York by Joseph Manusco (McKee, 1992:41). According to Wang 
(2010:151), Manusco converted an abandoned industrial building into a commercial 
centre which provided shared equipment, access to credit, and business support, to 
SMEs. This became the prototype for incubators that followed.  
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In the 1970s incubators spread slowly, mostly in response to government funded 
interventions aimed at USA economic revitalisation. The rate of business incubator 
expansion increased significantly in the 1980s and 90s when it became a popular 
vehicle for fostering economic development. Initially there were 26 incubators in the 
United States of America in 1984 which has now increased to over 4000 
international incubators in 2001 (Duff, 2004:20).  In the late 1990s and early 2000s, 
the increase in business incubator establishment was fuelled by the growth in 
technology sector and specifically IT-based SMEs (Hackett & Dilts, 2004b:58).   The 
latest statistics indicate that there are more than 7000 business incubators worldwide 
(Schwartz, 2011:64).  Figure 3.2 summarises the evolution of business incubators 
over the past four decades, from 1970 to 2009.  
 
Figure 3.2: Evolution of business incubators 
 
Source: Adapted from European Commission (2002:19) and Ratinho & Henriques 
(2010:278-290)  
 
In Figure 3.2 it can be seen that business incubators started off as industrial estates 
where workspace was let out to start up SMEs. This lasted until the early 1980s 
when a new model of incubators emerged. According to Callegati, Grandi and Napier 
(2005:10), three generations of business incubators can be identified. In the early 
1980s, incubators were basically providing selected SMEs with low-priced business 
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space and towards the end of the 1990s started to show signs of specialisation and 
gave rise to the first science parks. Then in the 1990s incubators started providing 
more value-add services such as counselling, training, networking facilities and 
access to professional support and seed capital. Finally, starting in 1999, new 
incubation models emerged which aimed at mobilising information and 
communication technology (ICT) and focused more on high-technology-based SMEs 
relying more on intangible assets and services being provided to SMEs. In the later 
years 2000 to 2009, incubators started providing services beyond their walls and 
gave rise to the first virtual incubators.  The services of business incubators became 
more technical and specialised, using external resources as opposed to providing 
services in-house. The incubator typology is based on the incubators provision of 
either management or technology interventions for their SMEs as can be seen in 
Figure 3.3. 
 
Figure 3.3: Typology of the business incubator models 
                                                                               Technological level            
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Source:  Aerts, Matthysens & Vandenbempt (2006:4)  
 
According to Aerts et al. (2006:2-3), business incubators are located towards the 
bottom right-hand corner of the typology matrix (shaded grey) since they provide 
both a high degree of management support and cater for technology-based SMEs. 
Industrial estates in the top left corner generally have very low entry criteria, while at 
the other extreme in the bottom right corner, technology centres have relatively 
higher selection criteria and provide hands-on management support.  
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According to Duff (2004:15), incubators have matured since the 1990s and have 
moved their focus to enhance the capacity of SMEs to compete and succeed. 
Hannon (2004:274) states that the incubator industry is constantly growing and 
thriving. This is confirmed by Ratinho (2011:21) estimating that there are more than 
7000 business incubators worldwide. Adegbite (2001:157-166) states that business 
incubators are recognised in both developed and developing countries as important 
instruments for promoting entrepreneurship and technological advancement at the 
SME level. The business incubator geographic spread is illustrated in Figure 2.4. 
 
Figure 3.4: Incubator spread 
 
Source: Adapted from European Commission (2002:23) 
 
As can be seen in Figure 2.4, 33% of the incubators are located in North America, 
30% in western Europe, 20% in the Far East, 7% in South America, 5% in Eastern 
Europe and 5% in other regions such as Africa and the Middle East amongst others. 
In the next section the purpose of incubators will be discussed. 
 
3.4 PURPOSE OF BUSINESS INCUBATORS 
According to Lewis, Harper-Anderson and Molnar (2011:5) a business incubator’s 
main purpose is to produce successful SMEs that will leave the incubator financially 
viable and independent. Through incubation, entrepreneurs are better prepared to 
turn business ideas into successful new ventures that have a greater-than-average 
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chance of success with the help of targeted business, such as the provision of 
management guidance, technical assistance, and consulting, tailored to start-up 
SMEs. Incubators have played an important role in improving struggling economies, 
creating jobs, and encouraging innovation.  It is important to differentiate between 
what the process of business incubation entails as opposed to the place within 
which it occurs namely the business incubator.   Table 3.1 provides an overview of 
how different authors describe the purpose of a business incubator. 
 
Table 3.1: Description of business incubators 
Authors Description of business incubators 
Aernoudt 
(2004:127) 
A business incubator is not only office space, but offers services such as 
hands on management, access to finance, legal advice, operational know 
how and access to new markets to nurtures young SMEs helping then to 
grow and survive during the start-up period when they are the most 
vulnerable.  
Cassim (2001:8) A business incubator is a new and innovative system of support designed to 
nurture start up and early stage SMEs in a managed workspace. 
Hackett & Dilts 
(2004b:57) 
A business incubator is a shared space facility that seeks to provide its SMEs 
with strategic, value-adding intervention system (business incubation), 
monitoring and business assistance.  
Mbadi (2000:3) A business incubator is a facility that provides the environment and resources 
to accelerate business growth. 
Steyn & Du Toit 
(2007:36) 
A business incubator is a property with small work units providing an 
instructive and supportive environment to entrepreneurs at start-up and 
during the early stages of businesses. These small business units can be 
diffused and adapted to fit varying local needs and conditions   
 
In addition to the descriptions of the purpose of a business incubator Table 3.2 
provides a description of the purpose of the incubation process. 
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Table 3.2: Descriptions of the incubation process 
Authors Description of the incubation process 
Aernoudt (2004:127) The NBIA describes incubation as a dynamic process of SME 
development, which nurtures start-up businesses, helping them to survive 
and grow during the start-up period when most vulnerable. Incubators thus 
provide hands-on management assistance, access to financing and 
orchestrated exposure to critical business or technical support services. 
They also typically offer shared office services, access to equipment, 
flexible lease agreements and expandable space - all under one roof. 
Callegati et al. 
(2005:9) 
Business incubation is a dynamic process of business enterprise 
development, which accelerates the successful development of start-up 
and fledgling SMEs by providing entrepreneurs with an array of targeted 
resources and services. These services are usually developed or 
orchestrated by incubator management and/or business experts from 
outside of business incubators, and offered both in business incubator and 
through its networks of contacts. 
Hernandez-Gantes 
et al.(1996:13) 
Business incubation is a strategy to foster community economic 
development. It focuses on facilities that provide favourable conditions to 
nurture the development of and growth of new SMEs.  
Lalkaka (1990:25) The term incubation, in its generic state, is often used to describe a wide 
range of institutions that assist entrepreneurs to develop their business 
ideas from concept stage to commercialisation. 
 
In summary, the purpose of a business incubator is to be a facility that provides an 
enabling environment and required resources to accelerate SME growth. Business 
incubation purpose can be regarded as a dynamic process of SME development, 
which accelerates the successful development of start-up and existing SMEs by 
providing them with an enabling environment for business development.  
 
Schwartz (2011:69), states that the business incubator (place) provides SMEs with 
the ideal location to develop and grow their business offering a range of value-
adding services to help the businesses and entrepreneurs grow faster through the 
business incubation process.  
 
Kumar and Ravindran (2012:14) agree that business incubation plays a vital role as 
it brings together in a common platform the four major dimensions namely: 
 The entrepreneur; 
 Business support organisations; 
 The SME environment; and  
 The entrepreneurial process. 
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Business incubation thus offers the SME access to business development services 
and networking which could enhance the entrepreneurial and business skills of the 
entrepreneur, thus improving entrepreneurial performance. During the business 
incubation process the SME is supported and nurtured through direct and indirect 
business development support in a safe enabling environment. Hence the more 
control the incubator has over the external forces, the better positioned the 
entrepreneur becomes to exploit the opportunities available to it. Then business 
incubation can play a meaningful role in facilitating the entrepreneurial process by 
maintaining a balance in creating and seizing the opportunity on the one hand and 
proactively and creatively responding to the external forces on the other hand. In the 
next section the purpose of SME incubation will be elaborated on. 
 
Longenecker et al. (2000:229) state that originally the main purpose of an incubator 
was to see new businesses “hatch” and although the building space provided by 
incubators is significant, their greatest contribution lies in the business expertise and 
management assistance they provide. In the past, a business incubator was viewed 
as responsible for the systematic process of creating new businesses and jobs 
(Akcomak, 2009:7). Furthermore, incubators provide entrepreneurs with a 
comprehensive and integrated range of services, which include incubator space 
available on a flexible and affordable basis, hands-on business management 
assistance, access to critical business and technical support – all under one roof.  
 
According to Hackett and Dilts (2004b:55), the value-adding process of incubation 
includes: 
 The diagnosis of the total business needs of SMEs, from the collective 
experience of a diversified group of business generalists and specialists, and 
 The cost-effective selection, provision and monitoring of the acquisition, 
implementation and coordination of the various business services needed by 
the SME. 
 
Business incubators thus seek to effectively link talent, technology, capital, and 
know-how in order to leverage entrepreneurial talent and to accelerate the 
development of new SMEs. According to McAdam and Marlow (2007:225), 
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incubators incorporate and promote mechanisms that foster partnerships between 
the SMEs and external parties, thus facilitating the transfer of knowledge and 
expertise between SMEs. McAdam and Marlow (2007:225), further state that the 
business incubator provides a formal mechanism for embedding SMEs more quickly 
into entrepreneurial networks, and in so doing increases their probability of survival.  
 
The most important objectives of business incubators, according to the European 
Commission (2002:37) are to: 
 Contribute to competitiveness and job creation;  
 Promote research and development through dedicated centres;  
 Help companies generating spin-off activities; and  
 Help disadvantaged communities/individuals. 
 
To attain the above objectives, Rice and Matthews (1995:138) suggested at that 
time, and it is also applicable today, that business incubators should:  
 Carefully select SMEs which can graduate after a defined period; 
 Manage workspace and provide an access platform of shared facilities, focused 
advisory services and interaction amongst tenants; 
 Provide initial rent and services subsidisation until tenants can cover cost; 
 Have the availability of a small management team competent in providing 
diagnosis and treatment or referrals with regard to business threats and 
opportunities; 
 Focus on entrepreneurship promotion and start-up business planning support; 
 Provide business development consulting, training and support;  
 Provide networks to access specialised business consulting, technology 
commercialisation and business financing resources; and 
 Specify a timeframe for the incubation process, after which SMEs either 
graduate from the incubator successfully or are deemed unsuccessful. 
 
Turan and Cicek (2008:206) state that a panel established by the United Kingdom 
government has examined business incubation and concluded that it improves 
business survival rates and that more than 80% of the SMEs launched in business 
incubators successfully graduate in an average of two to three years. In a study 
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conducted by the National Business Incubator Association in 2012, it was concluded 
that one of the leading strategies to enhance the overall survival rates of SMEs is by 
means of business incubation. In that study, it was indicated that the survival rate of 
SMEs in USA incubators was 87% (Knopp, 2012:61).  
 
In summary, the main purpose of an incubator is to produce successful SMEs that 
will graduate from the incubator as financially viable and within a reasonable space 
of time. According to Al-Mubaraki and Wong (2011:763), incubators provide a 
conducive environment for potential entrepreneurs to develop into successful 
enterprises. The incubator provides workspace as well as shared facilities and 
resources, and this alleviates the financial burdens during the start-up phases.  
 
In the next section the business incubation process will be discussed in more detail. 
 
3.5   THE BUSINESS INCUBATION PROCESS 
According to Vanderstraeten and Matthyssens (2011:11), the incubators’ 
performance depends on the careful planning and implementation of the incubation 
process. Figure 3.5 depicts the overall perspective of the incubation process which is 
still considered a ‘black box’ as a result of the limited knowledge available on 
incubation (Hackett & Dilts, 2008:441).   
 
Figure 3.5: Overall perspective of the business incubation process 
 
                                    
 
 
 
 
 
 
 
 
Source: Adapted from Brojeni (2008:16) 
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A discussion of the business incubation process as outlined in Figure 3.5 follows, 
starting with the first step in the incubation process being the entrepreneurs.  
  
a) Entrepreneurs 
As can be seen in Figure 3.5, the entrepreneur is central to the business incubation 
process and is described by Antonites and van Vuuren (2005:256) as a person who 
initiates new circumstances through innovation, and who is able to capitalise on 
opportunities in his or her effort to create wealth. Entrepreneurs can thus be viewed 
as individuals who recognise opportunities where others see chaos, confusion or 
challenges.  
 
An interesting paper on the background of the entrepreneurs in the United States 
(USA) context by Wadhwa, Aggarval, Holly and Salkevar (2009:20) highlights the 
following key findings: 
 Entrepreneurs are more likely to come from middle or upper-class family 
backgrounds; 
 Very few entrepreneurs come from backgrounds of extreme wealth or poverty; 
 Entrepreneurs are usually well educated and more educated than their parents; 
 Entrepreneurs do not always come from families of entrepreneurs; 
 Entrepreneurs are more likely to have been employed before launching their 
own business than to have quickly launched their own business; and 
 Entrepreneurs pursue their own business with their primary motivations being 
to build wealth, to have their own business, and to be their own boss.  
 
In the next section the role of pre-incubators in the business incubation process is 
discussed. 
  
b) Pre-incubators 
As can be seen in Figure 3.5, pre-incubators are concerned with business ideas or  
opportunities and provide specialised services, to help aspiring entrepreneurs 
expand the concept and economic-technical aspects of their business ideas. 
According to Sheen and Broadfoot (2002:7) the purpose of a pre-incubator is 
basically two-fold: 
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 To determine whether there is a market for the proposed product/service; and 
 To build up the business acumen so that when a company is formed, it will 
have all the necessary competencies to take it through its start-up phase.  
 
According to Rajaniemi, Ninikoski and Kokko (2005:10), this pre-phase of business 
incubation is a necessary facility to fill the gap between the institutions of higher 
education and business incubators. Pre-incubators are designed to host business 
idea generation, and to promote spin-off and start-up SMEs, especially from and 
within higher education institutions. The pre-incubator also serves as a filter to 
screen out non-viable propositions and provide a risk mitigation strategy for both the 
incubator staff and the pre-incubator client (Dickson, 2004:14).  The pre-incubators 
are able to test the markets for their clients, and on the other hand are able to test 
the feasibility of their business ideas.   
 
According to Rajaniemi et al. (2005:11) pre-incubators were developed to particularly 
address the obstacles that academics often identify as hurdles to entrepreneurship, 
such as   insufficient economic knowledge, unknown market potential of developed 
products and services, high financial risks and lack of capital, missing personal 
entrepreneurial skills and unawareness of the value of their intellectual property.  
According to Brojeni (2008:17), pre-incubators:  
 Encourage entrepreneurs to develop a detailed plan of their project;  
 Assess the aspiring entrepreneurs’ professional development needs; 
 Provide them with various training programmes from academic institutions, 
research institutions, and industry experts; and  
 Encourage entrepreneurs to become actively involved in the network of support 
services available, both in the private and public sectors.  
 
In Figure 3.5, it was indicated that the next step in the incubation process is the 
incubator support of SMEs, which will be discussed next. 
 
c) Incubators  
As can be seen in Figure 3.5, in the next step, an incubator receives the concrete 
business ideas, and through the application of value-adding business development 
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services, helps incubator tenants to be more successful in the process of starting-up 
and establishing new SMEs.  Incubators, according to Carayannis and Zedtwitz 
(2005:95-110), provide specific services requested by entrepreneurs, regarding the 
start-up of their businesses, such as:  
 Physical resources, such as offices and workspace, meeting and conference 
rooms, computer networks, administrative facilities, and other amenities to do 
with physical infrastructure; 
 Office support, such as secretarial and reception services, mail handling, fax 
and copying services, and computer network support; 
 Access to financial resources, such as pre-seed and start-up capital; 
 Entrepreneurial start-up support, especially organisational, management and 
legal training and consulting; and 
 Access to networks, by identifying and leveraging key network partners for the 
success of start-up SMEs.  
 
The above overview is confirmed by Allen (1990:61) who states that a business 
incubator “provides affordable space, shared office services and business 
development services in an environment conducive to new venture creation, survival 
and success”.  
 
Peters and Rice (2004:81) add to this that “the role of the incubator in the 
entrepreneurial process has changed from just a business centre with office facilities 
in 1991, to one offering training, networking and consulting in all areas of expertise to 
start-up firms.”  
 
To summarise, the business incubation process could also be depicted as a 
continuum, as shown in Figure 3.6: 
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Figure 3.6: Business incubation continuum  
 
 
 
 
 
 
 
 
 
 
 
Source: Adapted from infoDev (2010:13) 
 
Figure 3.6 depicts the incubation process as a bridge. On the left it straddles the pre-
incubation process (whether this occurs within a pre-incubator or the broader SME 
institutional environment) which includes the identification of suitable entrepreneurs 
from the target market based on specific entry criteria. On the right, it culminates in 
SMEs who successfully graduate from the incubator and who are supported through 
a variety of aftercare interventions provided by the incubator or the broader SME 
institutional environment. 
 
According to European Commission (2002:3), business incubation provides SMEs 
with a supportive environment to help establish and develop their businesses. In 
Figure 3.6, a range of services is depicted that is provided at various stages during 
the incubation process. Bizzotto (2003:3) states that the aim of the pre-incubation 
phase is to transform innovative ideas into potentially commercial business. This 
phase is also viewed as a process of generating potential clients for the incubation 
phase. Furthermore, during the incubation phase the SME is provided with the 
necessary infrastructural support and strategic support which could include business 
skills training, business advice financial support and technology support. Bergek and 
Norman (2008:23) refer to these services as ‘business support’.  
 
Target market Entry criteria INCUBATION Exit criteria 
Incubator 
graduates 
Physical Infrastructure 
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The office support services required by SMEs are hardly complex or technologically 
advanced, but incubators ensure that basic office resources are in place and save 
time and effort for entrepreneurs who want to get their business going quickly 
(infoDev, 2011b:13). infoDev (2011b:11) refers to these as administrative services 
which include photocopying and bookkeeping. Bizzotto (2003:3) states that the 
graduation or dis-incubation phase is equally important as it aims to support the SME 
to become established outside the incubator infrastructure. 
 
Aerts et al. (2006:13) assisted more than 100 European business incubators and 
categorised different incubation services, based on their popularity. They found that 
more than 88% of European incubators offered a network of business relationships 
to their tenants, as well as meeting rooms and conference facilities (96%), used 
especially for providing better interaction and communication facilities for SMEs. So 
the most popular business incubation services are directly related to networking and 
communication opportunities. In addition it was found that entrepreneurs regard the 
opportunity of fostering a relationship between themselves, as well as receiving 
contacts for trade outsourcing opportunities as the most desired. 
 
In the next section the operational models used in incubators will be highlighted.  
 
3.6   INCUBATOR MODELS 
According to Bergek and Norman (2008:24), the operational model determines the 
way in which the incubator will be organised and operate, as well as its structure, the 
scope of services it provides, its funding opportunities, and its level of external 
alliances. Grimaldi and Grandi (2005:113) explain that incubator models are 
experiencing an evolution from their initial objective of providing logistical services to 
reduce the start-up costs for new SMEs and to provide local visibility. They further 
state that the focus of more recent incubators has shifted to shortening SMEs’ time-
to-market, providing more specialised services and bringing SME start-ups, 
technological and commercial players into a shared network.   
 
According to Rojas (2010:20) different incubator models exist based on the way they 
deliver services, the structure and type of clients they serve, their purpose, 
organisational structure and operating policies. Akcomak (2009:6) attempted to 
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depict the typology and evolution of incubators over 50 years in Figure 3.7, by 
plotting the various types of incubators against two axes, namely the source of 
funding of the incubator and the strategic focus of the incubator and further 
differentiates in respect of their profit motive. 
 
Figure 3.7: Typology and evolution of business incubators 
                                       Main purpose of the incubator 
     
 
 
 
 
 
  
 
 
  
 
 
           1960              1970              1980               1990                  2000                              2010 
Source: Adapted from Akcomak (2009:6) 
 
In Figure 3.7, the vertical dimension locates incubators on a continuum in respect of 
their profit motives, and the horizontal scale represents incubator objectives from the 
traditional SME creation, job creation, economic development) to the more 
specialised  technology transfer, commercialisation of technology and sector specific 
objectives. Generally speaking, incubators vary in the way they deliver their services, 
in their organisational structure and in the types of SMEs they serve.  
 
The focus of the incubator can represent various dimensions of an incubator, for 
example, the targeted market (e.g. Media, Communications or Agriculture), 
geographic area (e.g. regional, local, global), technology (e.g. Life Sciences or  
Cellular Phone technology) or stage of development of SMEs the incubator focuses 
on (e.g. idea generation stage, business start-up stage or growth stage). In more 
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recent years, new incubators have been developed targeting industries such as food 
processing, medical technologies and space technologies (Aranha, 2003:19). 
 
Essentially, there are several factors that contribute to the differences between 
incubators and serve as a basis on which incubator models can be classified, such 
as (Brojeni, 2008:14): 
 Industrial sectors that incubators are focusing on. For instance, some of the 
incubators are working on manufacturing ideas, while some others are more 
concentrated on service companies;  
 Geographical expansion, which differentiates incubators based on their location 
e.g. an agricultural incubator within a rural setting;  
 Physical factors that explains the differences of incubators “with walls” and 
“without walls”;  
 Incubation process describing the varieties of incubation programs, like pre-
incubators, accelerators, incubators, and expert consulting firms; and  
 Incubation strategy that explains the differentiating of incubators based on their 
economic purposes from those being completely non-profit to those being for-
profit (commercial business incubators). 
 
Figure 3.8 depicts four incubation models identified by Grimaldi and Grandi 
(2005:113) who argue that the incubator characteristics ultimately define their 
operational models. 
 
Figure 3.8: Incubation models 
 
Source: Adapted from Grimaldi and Grandi (2005:113); Scaramuzzi (2002: 6-8) 
 
According to Rojas (2010:24), the brick and mortar incubators and university-based 
incubators have a primary focus on providing tangible assets and market 
commodities, while the independent and corporate incubators provide more 
Brick and 
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60 
 
intangible and high-value services such as access to knowledge and access to 
finance. In the next section the four different incubator models will be explored in 
more detail.  
 
3.6.1  Brick and mortar incubators 
According to Scaramuzzi (2002:6), brick and mortar incubator models represent the 
historical model of business incubation prevalent until the mid-1990s, which focused 
on physical facilities, office support, and limited on-site services. The primary aims of 
brick and mortar incubators were the acceleration of SME start-ups through 
knowledge agglomeration and shared resource platforms within the incubator. These 
incubators were also often the result of public and private partnerships which means 
that many stakeholders tended to demand influence on the incubator aims and 
managerial practices (Phan, 2005:168).   
 
The European Commission (2002:7) also refers to these as ‘business innovation 
centres' which provide very limited amount of services, which may include a 
receptionist, a telephone, a photocopier and so on. It is unlikely that considerable 
management expertise is available, but they may have one consultant to provide 
limited coaching and direction. The ‘real estate’ component of these incubators often 
implies significant public investments often supported by national programmes for 
innovation, job creation and economic development. An example of the brick and 
mortar incubator is the science parks, first established to nurture new technology-
based SMEs, as they were likely to be a critical source of job creation (Phan, 
2005:167). 
  
Table 3.3 provides a comparison of the strengths and weaknesses of brick and 
mortar incubators. 
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Table 3.3: Strengths and weaknesses of brick and mortar incubators 
Strengths Weaknesses 
 Simple incubation model to use 
 Focuses on the provision of physical 
 workspace 
 Offers a nuclear structure with close 
proximity between SMEs 
 Provides a vibrant convergence space for 
SMEs and business support providers 
 Offers limited value-adding services 
 Nuclear model provides limited alliances with 
external service providers 
 Requires considerable fixed investments 
(land and buildings) 
 Long development life-cycles of SMEs with 
weak exit mechanisms for SMEs 
 Lack of financial sustainability 
 
Source: Adapted from Aranha (2003:13);  Scaramuzzi (2002:6)  
 
From the strengths and weaknesses indicated in Table 3.3 it can be gathered that 
brick and mortar incubators provide a fixed physical workspace where SMEs are 
provided with limited financial and non-financial services. These remain some of the 
most common incubator models internationally, and still serve as the primary 
blueprint for roll out of new business incubators because of their simplicity: (iDisc, 
2011:1).  Brick and mortar incubators are the primary model used for roll out of new 
business incubators in the South African business incubator environment, and  
manifest the same strengths and weaknesses as those listed above.  
 
In the next section, university-based incubators will be discussed in more detail. 
 
3.6.2 University-based incubators 
According to Fan (2006:37) an incubator embedded in a university is a lighthouse on 
the campus, to bring to life new ideas and provide a unique entrepreneurial 
environment to harness academic, research and community resources to assist 
fledgling SMEs. Bathula, Karia and Abbott (2011:2) confirm this by stating that 
university-based incubators (UBIs) provide a unique opportunity for SMEs to benefit 
from the talent and resources concentrated in the university environment.  
Scaramuzzi (2002:7) explains that UBIs are established in or close to university 
campuses. These incubators generally promote the development of new research or 
technology-based SMEs in the university facility, by linking research, technology and 
capital to leverage entrepreneurial talent, accelerate SME start-ups, and to speed up 
the commercialisation of technology. According to McAdam and Marlow (2007:222), 
these incubators are located in close proximity to universities with the aim of 
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promoting technology transfer and the commercialisation of new research and 
innovation.  
 
Table 3.4 highlights the strengths and weaknesses of university-based incubators. 
 
Table 3.4: Strengths and weaknesses of university-based incubators  
Strengths Weaknesses 
 Foster the development of a knowledge-
based economy 
 Serve as a mechanism for commercialising 
science and technology-orientated 
applications 
 Link technology, capital and know-how to 
entrepreneurial talent for the purpose of 
accelerating the development of SMEs 
 Offer access to specialist, in-house 
facilities/expertise for university spin-offs 
 SMEs benefit from the credibility and 
professional image transferred from the 
university 
 University bureaucratic processes affect the 
business development lifecycle, and 
 universities apply stringent measures for SME 
success 
 Allow for exploitation of students and 
postdoctoral students as de facto company 
employees 
 Association with university faculty members 
delay graduation of incubated SMEs 
 Potential exists for tainting the incubator 
mandate with the mission of the university 
 
Source: Adapted from Bathula et al. (2011:2-7); Robertson & Kitagawa (2011:11) 
 
From Table 3.4 it is evident that UBIs are valuable in fostering knowledge-based 
economies, innovation, job creation and economic development, and that such 
initiatives could create high-growth SME communities that are centred round 
universities and transform them into engines of regional growth and development. 
University-based incubators are not yet common in South Africa, and to date there is 
only one recorded example of an established university-based incubator, namely 
Invotech, based at the Durban University of Technology. Other examples of 
incubators with strong university ties are the Chemical Incubator launched as a 
partnership between the Seda Technology Program (STP), The Port Elizabeth 
Technikon (now the Nelson Mandela Metropolitan University) and Chemcity (a 
subsidiary of Sasol) to provide direct support and incubation of SMEs in the 
chemicals industry (Aranha, 2003:4).  
 
In the next section, virtual business incubators will be discussed in more detail. 
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3.6.3  Virtual incubators  
Virtual incubators are considered the ‘second generation’ of incubators and are often 
termed ‘incubators without walls’ or portals, that deliver a wide range of services, 
electronically, that is to say via the Internet through web-based applications and 
programmes (Stefanovic & Eric, 2008:157). According to Scaramuzzi (2002:7), they 
create virtual alliances, and provide a limited amount of funding. The European 
Commission (2002:7) refers to these virtual incubators as being ‘new economy 
incubators’ being technology-orientated and aimed at transforming research into 
marketable products.  
 
In Table 3.5 the strengths and weaknesses of virtual incubators are presented. 
 
Table 3.5: Strengths and weaknesses of virtual incubators 
Strengths Weaknesses 
 Provide easy access to a wide range of 
services ability to reach more virtual SMEs 
 Have greater geographic access and ability 
to reach rural areas 
 Have no administrative costs associated 
with physical facilities 
 Relative ease in seeking associates and 
serving SME clients globally 
 High dependence on technological platform for 
service delivery 
 Come with lack of human interaction that 
delimits their clientele 
 The diagnosis of SME needs is limited to off 
the shelf  or supply-driven solutions 
 Come with lack of a warm body business 
advisor, interacting with the business owner, 
looking beyond perceived business needs and 
recommending demand-driven business 
support interventions 
 
Source:  Aranha (2003:14) 
 
As can be seen in Table 3.5, the major strengths of virtual incubators are easy 
access to a wide range of services, no administrative costs associated with physical 
facilities, and ease in seeking associates and serving clients, globally. The 
weaknesses of virtual incubators include a lack of human interaction that delimits its 
SME clientele, since many SMEs seek personalised humanised services in addition 
to virtual services.  
 
The virtual incubator model has not yet fully taken off in South Africa, but there are 
pilot programmes underway through three private sector-funded incubators, namely 
Softstart BTI, Raizcorp and Shanduka Black Umbrellas. The Softstart virtual 
incubation programme includes a six-step business building process where SMEs 
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are taken through the four key pillars of business, namely marketing, technology, 
finance and operations management (infoDev, 2010:27). 
 
In the next section international business incubators or business hubs, as they are 
often referred to, will be discussed in more detail. 
 
3.6.4 Business hubs (International business incubators) 
Business hubs (also known as international business incubators) are the latest of the 
four incubation models emerging since 2002, concentrating on the strengths of all 
previous models and developing them further. These are sometimes referred to as 
the ‘third generation incubators’. International business incubators are formed 
through building dedicated alliances and partnerships, both internally, with their own 
SMEs and externally. Scaramuzzi (2002:7) stresses that these incubators offer a full 
range of support services for the development of knowledge-based businesses.  
 
Table 3.6 shows the strengths and weaknesses of business hubs. 
 
Table 3.6: Strengths and weaknesses of business hubs 
Strengths Weaknesses 
 Ability to share knowledge and resources 
 Exploit the  convergence of multiple support 
mechanisms 
 Offer a wide range of services, strong 
networks of alliances and partnerships 
 Represent a beneficial entrepreneurial 
network where SMEs can access demand-
driven services at any time 
 Complexity for SMEs to access multi-
directional interactions 
 Overload of services available makes it 
difficult for the SME to identify the appropriate 
intervention 
 
Source: Adapted from Aranha (2003:15) 
 
From Table 3.6 it is observed that business hubs are highly networked, and are able 
to provide SMEs with a broad range of both tangible and virtual services whenever 
these are needed. The weaknesses are hidden in the business model in that the 
multiplex interactions with a variety of service providers could be too complex for 
SMEs to identify the appropriate service needed from the right service provider. 
Business hubs have not yet taken off in South Africa. 
 
In the next section corporate incubators will be discussed in more detail. 
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 3.6.5 Corporate incubators 
Corporate incubators grew out of the realisation that companies were losing their 
best employees and innovative business ideas as people left their jobs in corporates 
to start their own business ventures. According to Aranha (2003:4) the corporate 
incubator thus appeared as a vehicle to stimulate the development of undertakings 
that are part of the productive chain of the lead institution. This is confirmed by 
Becker and Gassman (2006:469) who state that corporate incubators are specialised 
departments within corporates that have been established to hatch new businesses. 
Steyn (2003:193) indicates that corporate incubators also serve as a valuable 
mechanism to retain valuable employees, as they allow entrepreneurs in corporate 
positions to contribute their ideas and remain actively involved in the establishment 
and management of spin-off business ventures that could enhance the competitive 
position of the corporate within the market. 
 
Table 3.7 provides a list of strengths and weaknesses of corporate incubators. 
 
Table 3.7:   Strengths and weaknesses of corporate incubators  
Strengths Weaknesses 
 New ideas remain at the core of the business 
 Maintain interest and commitment of valuable 
employees 
 Allow employees to act entrepreneurially 
 Access to core business services within 
corporates can support most business 
activities 
 Allow for networking at all levels of the 
corporate e.g. customers, suppliers, 
employees 
 Access to better management control over 
performance of the incubator 
 Access to corporate resources 
 Absence of separation between spin-off and 
corporate company may stifle creativity 
 Corporate climate and culture may cloud 
SME focus 
 Incubator will always take second priority in 
respect of access (resources, opportunity) 
 Parent business managers (corporate) may 
overstep their roles and meddle in incubator 
affairs 
 Incubator clients will grow faster in external 
incubators when less constrained by the 
financial imperatives of the corporate 
 
Source: Millennium Group (2000:5) 
 
From Figure 3.7 it can be observed that the corporate incubator has many strengths 
and can be seen as an entity that combines knowledge management, employee 
retention and an entrepreneurial spirit to allow the corporate to remain competitive in 
its market or in a venture into new markets.  
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Corporate incubators have not taken off very well in South Africa, but a pilot has 
been created to establish the Eskom e-Business Programme Office incubator 
focusing on e-commerce business and rapid business development. 
 
3.7   SUMMARY 
In this chapter, the entrepreneurship process was explained, and how incubation can 
enhance entrepreneurial performance was discussed. The purpose of business 
incubators was unpacked, and it was found that the main purpose of an incubator is 
to provide successful SMEs that will emerge from the incubator as financially viable. 
The history and purpose of incubation was outlined, indicating that it has been in 
existence since the early 1960s and the incubation industry has gone through many 
changes.  The objectives of business incubation were explained. An explanation was 
provided in respect of the most common incubator models, namely brick and mortar 
incubators as the most commonly used model, university-based incubators, virtual 
incubators, business hubs, and corporate incubators. From the literature reviewed, it 
has been identified that a new wave of business incubation models is emerging, 
namely business incubators that provide pre-incubation, incubation and post-
incubation-specific services to SMEs. The incubation process was highlighted, and 
the importance of the business incubation continuum was discussed. It was found 
that in the South African context, brick and mortar incubators is still the most 
common incubator model due to the ease of replication thereof. University-based 
incubator models are currently gaining traction with only one established university-
based incubator, namely Invotech based in Kwazulu - Natal.  It was noted that while 
some pilots of virtual incubation have been carried out, this still remains an 
unconventional business incubation model. 
 
In the next chapter, enabling the SME business incubation environment will be 
explored.   
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CHAPTER 4 
THE ENABLING ENVIRONMENT FOR SME INCUBATION 
 
4.1 INTRODUCTION 
In Chapter 3, a theoretical overview was provided on the entrepreneurship process. 
It also elaborated the definition and purpose of business incubators. The history of 
business incubators was discussed, starting from the industrial estates and managed 
workspaces in the early 1970s to the modern specialised hi-tech and virtual 
incubators of our age (2000 to date). A description of the business incubation 
process was provided in respect of the pre-incubation and incubation of SMEs, and a 
description of the various incubator models was given.  
 
The role of incubators is to provide a safe and supportive environment for start-up 
SMEs, which includes the provision of affordable workspace, shared administrative 
services, shared equipment and tooling where required, and access to business 
support services to grow the SMEs and thereby promote economic development 
through entrepreneurship and job creation.  
  
In Chapter 4, the incubator environment will be discussed, as well as the factors 
influencing the enabling environment for SME incubation. Specific focus will be given 
to incubator support structures and incubator support services, to create an enabling 
SME incubation environment. 
 
4.2  THE INCUBATOR ENVIRONMENT 
No business, irrespective of it being small or medium, is ever self-contained; instead, 
it has been found to form an integral part of the economy, and it exists within a 
dynamic environment (Van Eeden et al., 2003:13).  White and Chacaltana (2002:19) 
state that broadly defined, the ‘business environment’ refers to any external, internal 
or market influence on a business, as can be seen in Figure 4.1. 
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Figure 4.1:  The SME business environment 
 
Source: Adapted from Van Eeden et al. (2003:13); White & Chacaltana (2002:19) 
 
From Figure 4.1 it is observed that the business environment includes the 
institutional environment (within which the business incubator operates and of which 
it forms part) and the external environment (outside of the SMEs). Businesses are 
neither independent nor completely isolated from the internal and external 
environment within which they function (Fry, Stoner & Hattwick, 2001:13). The SME 
thus operates in the real world, and the decisions to exploit entrepreneurial 
opportunities are not made in a vacuum, but are influenced by the milieu in which 
they operate. This complex environment in which the entrepreneur operates can be 
termed a ‘business environment’ (Smit, de J. Cronje, Brevis & Vrba, 2007:38-39). 
Hence, simply stated, the business environment refers to the broad range of 
conditions that affect SMEs (Moss, 2007:235). Any changes in this environment can 
have positive or negative implications for SME development and growth (Mahadea & 
Pillay, 2008:433).   
 
Mmaloka (2009:79) explains that creating an enabling environment entails making 
the necessary interventions in the broader policy environment, and removing 
impediments to the establishment and growth of SMEs. This is in line with Mbadi 
(2000:3) who states that business incubation provides both the enabling environment 
and the resources to accelerate SME growth and development. While incubation can 
assist in overcoming some of the environmental barriers, and can act as a pioneer in 
SME 
INCUBATOR 
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ENVIRONMENT 
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improving the business environment, it is not a substitute for necessary wider 
business environment reforms (infoDev, 2010:9). Business incubation is a subset of 
a wider range of government policies adopted to create a facilitative and enabling 
environment for business creation and growth (infoDev, 2010:26).  
 
In Figure 4.1 the business incubator environment is conducive to SME development 
and is characterised by, among others, simplified legal and regulatory frameworks, 
favourable taxation, the absence of crime and corruption, available and relevant 
business finance, adequate infrastructure, a pool of skilled and healthy labour, 
access to management skills, and access to innovation and technology (Mahadea 
and Pillay, 2008:433-434). 
 
The institutional and external incubator environment will now be discussed in more 
detail.  
 
According to Shaw and Urban (2010:2), development economists have recently 
turned towards unpacking the concept of ‘institutions’ as being the ultimate 
determinant of economic development. Institutions are seen as including property 
rights, contract enforcement, as well as good governance, and the nature and quality 
of institutions in a country determine whether or not individuals will pursue 
entrepreneurship. Hence, the institutional environment (the socio-economic and 
political milieu in which the SME operates) has an influence on the incubated SMEs’ 
willingness to engage in entrepreneurship. The ‘institutional environment’ includes 
political institutions such as the national structures of policymaking, regulation and 
adjudication; economic development and SME development institutions (Henisz, 
2004:3).  
 
Shaw and Urban (2010:5) refer to the institutional factors as the ‘rules of the game’, 
and for the purpose of the present study, the institutional environment will comprise  
those factors which include the legal and regulatory environment and its 
programmes, namely.  
 access to markets;  
 access to finance;  
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 affordable business premises;  
 the acquisition of skills and managerial expertise;  
 access to appropriate technology; and  
 access to quality business infrastructure which directly influences the incubated 
SMEs.  
 
According to Bergek and Norman (2008:25), incubators thus engage in institutional 
mediation, that is to say, where the impacts of institutions on SMEs are heightened.  
The incubated SMEs have little or no control over market and external factors, and 
success often depends on the ability of the SMEs to respond quickly to changing 
market circumstances (Van Eeden et al. 2003:14). Since SMEs are confined to the 
incubator during incubation, and find themselves in a controlled and safe 
environment, the incubator attempts to create an enabling environment within which 
the SME operates.  
 
According to Van Eeden et al. (2003:22), an awareness of the factors influencing the 
institutional and external business environment is a vital step in managing and 
avoiding these challenges, and in so doing creates an enabling business 
environment.  
 
The next section will discuss the creation of an enabling environment for SME 
incubation. 
 
4.3 CREATING AN ENABLING ENVIRONMENT FOR SME INCUBATION 
According to Mahadea and Pillay (2008:446), SMEs thrive in a market-orientated 
business environment, and unless such an environment is created, SMEs will be 
incapable of realising their development potential as a major engine for job creation, 
as well as acting as a catalyst for economic growth. The Department of Trade and 
Industry (2005:4) explains that the fostering of an enabling SME environment can be 
achieved through the effective roll-out of SME incubation. In the next section, the 
institutional SME incubation environment and external enabling environment will be 
discussed. 
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Business incubators provide focused support to SMEs in a supportive environment 
that helps them establish their business ideas and develop their concepts for market- 
ready products, all of which aim to substantially reduce their risk of failure (infoDev, 
2010:16). The business incubator thus facilitates SME access to the institutional 
environment and its associated factors. The following institutional factors may have 
an impact on the creation of an enabling environment for SME incubation (Mbewana, 
2006:56): 
 Access to private and public-sector partnerships; 
 Networking and collaboration in the SME incubation environment; 
 Access to business development services; 
 Access to shared administrative and secretarial services; and 
 Access to SME funding. 
 
According to Shaw and Urban (2010:8), the South African government has 
acknowledged the importance of fostering an enabling environment for the creation 
and growth of new ventures, and a number of support institutions and measures 
have been put in place to integrate a wider group of institutions in the SME 
development space.  
 
The support structures for creating an enabling incubator environment will now be 
discussed in more detail. 
 
Lalkaka (2001:7) suggests that the synergies that exists in respect of public and 
private-sector support can be depicted as an Olympiad comprising five interlinked 
circles, representing specific functionaries, as illustrated in Figure 4.2: 
 
Figure 4.2:  Interactions of the public and private sector with the incubator 
 
Source: Adapted from Lalkaka (2001:7) 
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From Figure 4.2 it can be seen how the five support structures in the public and 
private sectors are comprised. The first is academia, where various academic 
institutions provide the knowledge base for research and development required in 
the incubator industry. The second, government, whether on a national, regional or 
local level, provides the public goods required in incubation, for instance 
infrastructure and resources such as finance and human capital. The third support 
structure represents the private sector, which provides specialised support such as  
mentoring, consulting and technical support to incubators. The fourth support 
structure in the olympiad is professional services which include the value-add 
services in incubation such as networking, market linkages and related support 
services to incubators. Finally the fifth support structure is the community, which is 
directly affected by the incubation process through the stimulation of 
entrepreneurship at a local level, and which in itself provides the SMEs for 
incubation. Hence each of these support structures has a meaningful role to play in 
SME incubation in itself but also intersects frequently with the others, enhancing the 
enabling environment for SME incubation. 
 
Business Environment Specialists (2009:6) report an increase in the types of 
alliances to address development issues among SMEs themselves and between 
organisations in the public and private sectors.  Business incubators are more likely 
to succeed if they have access to a broad-based partnership of public and private-
sector sponsors, whether this is in the form of finance or other types of support such 
as expertise, access to facilities and others (European Commission, 2002:34). 
According to infoDev (2010:15), government, academia including universities and 
research centres, and industry, work together as a triple helix of support to SMEs in 
incubation.   This is depicted in Figure 4.3, which reflects a framework for SME 
incubation, and emphasises the role of private-sector professionals and the 
community. 
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Figure 4.3:  A framework for SME Incubation 
 
 
 
 
 
 
 
 
 
 
Source: Adapted from Nieman & Nieuwenhuizen (2009:200) 
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improve the chances for the success of the incubator as well as the incubator clients. 
According to Mian (1997:253) the ’pipeline model’ depicts an innovation process 
where there is a consequence of activities involved in generating new knowledge 
and moving it from idea to application.  The innovation process itself could thus be 
viewed as how the incubator is able to take an idea from its conception through to 
the commercialisation stage (Birchall & Armstrong, 2004:20). This is confirmed by 
Fromhold-Eisebith (2011:1) who states that in Europe, many attempts were geared 
towards encouraging universities, especially those specialising in natural and 
engineering sciences, to increase their impact on the local economy through 
processes of technology transfer and the generation of spin-off SMEs. 
 
4.4.1 Government support structures 
The role of the government can be seen as that of an active facilitator, providing the 
necessary infrastructure and financial support for the establishment of incubators 
(infoDev, 2010:9). According to Lalkaka (2001:7) many government programmes 
contain incubation as a policy instrument to address SME development, and some of 
the common government support initiatives include the following: 
 Funding of incubator establishment and operations through capital expenditure 
and operational funding; 
 Provision of grants and loans to incubated SMEs; 
 Stimulating innovation and SME development; 
 Provision of supportive policy and infrastructure for SMEs; and 
 Assisting to overcome market constraints for SMEs. 
 
Access to government support can play a pivotal role in influencing the 
establishment and operation of incubators. 
 
4.4.2.1   Enterprise development strategies 
The South African government released a new Small, Medium and Micro Enterprise 
(SMME) development strategy in 2005, to address the deficiencies of the Small 
Business Act of 1996 (Department of Trade and Industry, 2003:7). According to 
Mmakola (2009:36), the South African government’s Integrated Small Enterprise 
Development Strategy of 2005 is based on three key pillars: 
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 Promoting entrepreneurship through campaigns, leadership training and 
awards; 
 Strengthening the enabling business environment through flexible regulations, 
better access to finance and markets, improved infrastructure facilities, and 
business support; and lastly 
 Enhancing competitiveness and capacity at the SME level through skills 
training, better focused quality, productivity and competitiveness support, as 
well as the facilitation of technology transfer and commercialisation of 
incubation. 
 
The SMME Development Strategy of 2005 thus gave rise to a variety of SME 
development initiatives and agencies the South African government has established 
over the past five years, aimed at supporting and growing SMEs and these 
institutions are described in Table 4.1: 
 
Table 4.1:   SME development institutions 
Institution Mandate and purpose 
Small Enterprise 
Development 
Agency (Seda) 
To provide information, counseling and business support services, targeting in 
particular, micro and small enterprises (including cooperatives) from all sectors 
throughout the country (Seda, 2011:2) 
Khula Enterprise 
Finance 
To provide start-up or expansion finance primarily to previously disadvantaged 
SMEs with loans between R 10 000 and R 3 million. Additional services include 
mentorship and a credit guarantee scheme (Khula, 2011:4). 
Development 
Bank of South 
Africa (DBSA) 
The main objective is the promotion of broad-based economic development and 
job creation, building human and institutional capacity, co-delivering social and 
economic infrastructure, engendering sustainability both externally and internally 
(Development Bank of South Africa, 2011:2) 
Industrial 
Development 
Corporation (IDC) 
To promote entrepreneurship and support industrial capacity development by 
providing a variety of financing packages to SMEs (Industrial Development 
Corporation, 2011:2)  
National 
Development 
Agency (NDA) 
To contribute to the eradication of poverty and its causes by granting funds to civil 
society organisations to carry out projects aimed at meeting developmental needs 
in poor communities, and strengthening the institutional capacity of civil society 
organisations in direct service provision to poor communities (National 
Development Agency, 2010:4)   
The National 
Empowerment 
Fund (NEF) 
To be a driver and thought leader in promoting and facilitating black economic 
empowerment through the provision of financial and non-financial support to 
black-empowered businesses and by promoting a culture of saving and 
investment among black people (National Empowerment Fund, 2011:5) 
National Youth 
Development 
Agency (NYDA) 
To advance youth development through guidance and support to initiatives across 
all sectors of society and spheres of government, embarking on initiatives that 
seek to advance the economic development of youth, guiding efforts that facilitate 
youth economic participation, empowerment and achievement of education and 
training (National Youth Development Agency, 2011:8) 
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According to Mmakola (2009:68), there are other institutions that are also involved 
with SMEs directly or indirectly, and the input from other government departments 
should not be understated. Business Environment Specialists (2009:2) explains that 
the institutional framework listed in Table 4.1, focused simultaneously at high-end 
enterprise development and the promotion of micro-enterprise activity as a means of 
reducing the gap between the first and second economies. These institutions were 
created as wholesale entities that worked mainly through private and civil-society 
organisations. The Accelerated and Shared Growth Initiative for South Africa 
(ASGISA) has also been established to accelerate the empowerment of formerly 
disadvantaged individuals to pursue entrepreneurial opportunities (Mahadea & Pillay, 
2008:432). Apart from the various forms of financial assistance and training to SMEs 
provided by the Sectoral Education and Training Authorities (SETA), SETAs have 
also offered financial incentives to promote skills development and training within 
SMEs.   
 
4.4.2.2 A favourable legal policy and regulatory framework 
According to infoDev (2010:15), governments are responsible for the design and 
operation of the legal and administrative environment that governs SME 
performance and stimulates innovation and entrepreneurship. Mbewana (2006:24) 
emphasises that the success of services directed to SME promotion depends largely 
on a broad-based consensus of economic and industrial policies. Incubators are only 
effective if the relationship between entrepreneurship and economic growth has 
been acknowledged; ideal government support of incubators occurs when it aids 
SMEs to overcome market constraints, and improves access to information as well 
as access to finance and access to work space, which is not normally readily 
available to SMEs (Lalkaka, 2001:7). He adds that incubation becomes a visible 
indicator of government commitment to the creation of sustainable jobs and 
promotes the cultures of technology, commercialisation, risk taking, teamwork and 
sharing resources while reducing the costs and consequences of business failure, 
and facilitates the transition into a market economy. Incubation aids in empowering 
backward areas (urban and rural) and other disadvantaged groupings such as youth, 
women and the disabled, while also generating taxes paid by the private sector and 
its employees (Lalkaka, 2001:7). According to infoDev (2010:15) incubators are 
supported by governments to try and reduce SME failure rates through special 
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incentives and policies such as special loan funding, removing legal obstacles, 
reducing government administrative procedures and by assisting new SMEs to 
address their lack of experience through mentorship and subsidised training 
programmes.   
 
The South African government has introduced many statutory requirements that 
increase the operating and marketing costs of SMEs, for instance registration 
processes for new business and related taxation. Other challenges such as high 
inflation rates, crime, availability and reliability of infrastructure make starting and 
running a business prohibitively onerous (Mahadea & Pillay, 2008:435). According to 
Mahadea and Pillay (2008:447), the role of government is fundamental in creating an 
enabling environment which is made safer and supportive with equal opportunities, 
minimum legislation and regulations as well as effective policy interventions. 
Ahwireng-Obeng and Ncube (2007:35) highlight the findings of a comparative 
analysis of the factors that drive or delay entrepreneurial activity in South Africa as 
compared to those in the USA that showed that it is far more time-consuming and 
costly to start a business in South Africa. Some of these factors include:  
 the time taken to establish a business;  
 the processes required to enforce a contract;  
 the cost and time taken to register a business;  
 the per capita income; and  
 the extent of labour market flexibility. 
 
These difficulties are further complicated by South African legislation. Table 4.2 
outlines the four key processes and related laws that affect SMEs in South Africa. 
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Table 4.2:    Typical processes and laws affecting SMEs in South Africa  
KEY PROCESSES AFFILIATED REGULATIONS AND LAWS 
CIPC legislation 
Name Reservation (CK 1) 
Registering the business name (CK 7) 
Compliance legislation 
Registering with SARS  
Registering for Regional Services Levies (RSC) 
Registering as an employer with COIDA  
Fair labour practices 
Labour Relations Act 66 of 1995 
Occupational Health and Safety Act 85 of 1993 
COIDA 130 of 1993 (Occupational Injuries) 
Basic Conditions of Employment Act 75 of 1997 
Employment Equity Act 75 of 1997 
Skills Development Act 97 of 1998 
Unemployment Insurance Act 63 of 2001 
Skills Development Levies Act 9 of 1999 
Tax compliance with 
SARS 
Standard Income Tax on Employees (SITE) returns 
Pay As You Earn (PAYE) returns 
Capital Gains Tax (CGT) returns 
Value Added Tax (VAT) returns 
Income Tax returns 
Secondary Tax on Companies returns 
Provisional Tax returns 
Turnover Tax returns 
Source: SME toolkit (2012) 
 
As can be seen in Table 4.2, there are four processes and related laws within each, 
guiding the establishment of SMEs in South Africa.  Although each new law may 
have a legitimate rationale, it may have the unintended effect of sapping initiative 
and retarding economic growth (Kotler, 2003:174). SMEs in incubators are subject to 
the above-mentioned regulatory requirements, and hence incubators should seek 
ways of facilitating their compliance thereto. Altenburg and Von Drachenfels  
(2007:13) claims that more efficient procedures to start and close a business, 
improved property rights regimes, better contract enforcement procedures and other 
business environment reforms would create incentives for enterprise development, 
and would be good for economic growth.  
 
The business incubator thus assists the SME to navigate the various statutory 
requirements and processes. Other strategies to aid the survival rates of SMEs 
include skills transfer; Solomon (2004:20-21) explains that the South African 
government introduced the Skills Development Strategy in 2001 to address the skills 
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shortage in the country. This strategy is underpinned by the South African 
Qualifications Authority Act (Act 58 of 1995), the Skills Development Act (Act 97 of 
1998) and the Skills Development Levies Act (Act 9 of 1999). The objectives of the 
Skills Development Strategy include the promotion of a culture of lifelong learning 
and fostering skills development in the formal economy for enhanced productivity 
and growth. The incubator also aims to stimulate and support skills development in 
SMEs and to promote skills development for employability and sustainable 
livelihoods while assisting new entrants into employment opportunities.   
 
Government needs to adopt a targeted approach to small business support, and also 
needs to ensure that as many people as possible have the necessary skills and 
information to qualify for this support. Government thus needs to make market and 
industry information available to SMEs, as well as information on support services 
and entrepreneurship and new venture creation training programmes (Department of 
Trade and Industry, 2005:9). 
 
4.4.3  Industry (private-sector) support structures 
In Brazil there are a few good practices where the private sector assists incubators 
through mentoring, in-kind support and sub-contracts with SMEs (infoDev, 2010:15). 
However, over and above the role industry can play in respect of business 
incubation, due value should be placed on the role of incubation in industry.  
 
According to Lee and Hunt (2008:10), incubators can facilitate the business start-up 
process since SMEs have:  
 An increased amount of credibility;  
 A faster learning curve;  
 The ability to solve problems faster; and  
 Access to a network of other SMEs in the incubator network.  
 
Incubators are often established to feed industry with stable SMEs, as is the case in 
both India and China, where commercialisation of research and development has 
fuelled the ICT industry. Maital et al. (2008:9) cites the example of the Life Sciences 
Incubator in Hyderabad, India, which has been established to enable scientists, 
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researchers and SMEs to feed the pharmaceutical, biotechnology and life sciences 
industry with innovative products. Another example of how incubators and industry 
interact is the Business Incubation Centre Liguria, which was established primarily to 
provide technical support and a skilled labour pool for the manufacturing sector in 
Genova, Spain (Grimaldi & Grandi, 2005:119).   
 
4.4.4  Community support structures 
According to Woods and Rushing (1995:2-3), the community within which the 
incubator operates fulfils an important function by providing a source of SMEs for 
possible incubation. The success of the incubator is also highly dependent on the 
quality of SMEs recruited from the community. According to Totterman and Sten 
(2005:506), there should be a careful selection of SMEs for incubation from the 
surrounding community, with a focus on selecting entrepreneurs who are well suited 
to the incubator, who are able to mutually benefit from other SMEs, and who 
represent different sections of the value chain. The characteristics exhibited by 
viable entrepreneurs relate to the way in which the SME approaches a set of tasks, 
and may be the product of their inclination towards these characteristics.  
 
In the previous Chapter (3) a detailed discussion on entrepreneurship and the 
entrepreneur was provided. Wickham (2004:150,152) summarises the description of 
a viable entrepreneur as:  
 hard working;     
 a self-starter; 
 setting demanding personal goals; 
 having resilience and confidence in his abilities; 
 receptive to new ideas; 
 assertive in presenting ideas; 
 seeking information through questioning; 
 eager to learn; 
 attuned to new opportunities; 
 receptive to change; 
 committed to others; and 
 using power responsibly. 
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Gartner and Bhat (1999:215) add that SME incubation is enhanced if SMEs have 
substantial knowledge and ability at the beginning of the incubation, gain substantial 
knowledge and ability during the incubation process, and continue to demonstrate 
substantial knowledge and ability after the incubation process. Cooper (1985:86) 
also flags background factors of SMEs as playing a role in the success of incubation 
for example: 
 Influence of family, education and prior work experience; 
 Previous exposure to incubation such as geographic location, motivation or 
contact with the incubator founders; and 
 Environmental factors such as economic conditions.  
 
As can be seen from the above, the community has an important role to play as a 
feeder of viable SMEs for incubation. 
 
In the next section, the types of SME incubation support needed to create an 
enabling environment will be discussed in more detail. 
 
4.5 TYPES OF INCUBATOR SUPPORT 
In the previous section, the different structures that create an enabling environment 
were discussed. In this section the different types of support that create an enabling 
SME incubation environment will be discussed. 
 
4.5.1  Networking support and collaboration in the SME incubation 
environment 
Rather than locating the incubation process only within an incubator, it should be 
emphasised that the incubation process includes and transcends the incubator 
(Hackett & Dilts, 2004b:70). Hence referring to the institutional incubator 
environment implies that the incubator itself, as an institutional mediator, also 
extends the institutional characteristics to the SME, and therefore how the SME 
networks within and beyond the incubator needs to be taken into consideration. 
Bergek and Norman (2008:24) agree that the incubation process transcends the 
incubator, and they indicate that it provides a bridge between the SME and the 
institutional environment, with the sole purpose of leveraging entrepreneurial talent 
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and resources. The importance of networking is supported by research that 
concludes that network relationship-building is the most important value-added 
component of the incubation process, and offers relationships with other 
entrepreneurs who provide peer support and who may become either customers or 
suppliers to each other (Ndabeni, 2008:84).  
 
According to Totterman and Sten (2005:502), the networks encompassing an 
incubator can be divided into two categories namely those taking place within the 
incubator and those taking place in the surrounding environment. This entire network 
aims to provide financial, administrative and technical skills for the SME. Bergek and 
Norman (2008:25) add that incubators should provide: 
 Network mediation (linking SMEs with, for instance, suppliers, partners and 
potential customers); and 
 Institutional mediation (mediating the impacts of external institutions on SMEs, 
for instance enhancing SME ability to understand and interpret relevant SME 
regulations, laws, policies, values and norms. 
 
Bøllingtoft and Ulhoi (2005:274) confirm that SMEs can utilise two kinds of 
institutional networks: internal and external networks, and that  these are equally 
important inasmuch as they both help the SME gain access to business networks by 
facilitating relationships with other incubator residents, and that they link tenants with 
potential partners, customers and local businesses outside the incubator.  Duff 
(2004:29) lists nine factors that influence networking within an incubator: 
 similar types of businesses; 
 personal characteristics of the entrepreneur; 
 stage of development of the business; 
 critical mass of businesses in the incubator; 
 proximity within the incubator; 
 establishing formal and informal forums; 
 norms and attitudes; 
 network facilitator positions; and  
 time. 
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According to Rojas (2010:26), tacit knowledge flows inside and between incubated 
SMEs through the movement of human capital between departments, between 
businesses and from existing businesses to start-up businesses. This movement of 
human capital brings with it an exchange of new ideas, perspectives and access to 
external networks that adds value to the environment for the identification of 
opportunities and the exploitation thereof (Rojas, 2010:26).  
 
McAdam and Marlow (2007:223, 226) consider that the network relationships are 
influenced by close proximity and personal interaction, and is reflected through the 
access to experts, the building of strategic networks and the future performance of 
the incubator. Rojas (2010:27) states that the close location of similar types of SMEs 
is an important factor since the influence of entrepreneurs being together is reflected 
in the opportunities and the reputation gained by them within the incubator. In 
addition, Bøllingtoft and Ulhoi (2005:269) highlight the potential of business 
incubators to create and exploit synergy through the combination of different 
resources, services, and skills available to SMEs. This means that the incubator 
becomes more than just a physical arrangement with a specific geographical location 
when an SME can minimise start-up costs by accessing affordable space, shared 
services, and business assistance.  
 
In summary, for effective SME business incubation, networking and collaboration 
provides SME access to resources, suppliers and clients, thus allowing a full 
continuum of care to SMEs to address their needs as they start and grow their 
businesses (Tulchin & Shortall, 2008:4). This is very evident in recent South African 
incubation practice, where collaboration and networking are strongly recommended 
and mainstreamed within the BDS service offerings (Dutiro, 2009:67).  
 
In the next section, business development support to incubators will be discussed in 
more detail. 
 
4.5.2  Business development services (BDS) support 
The incubator adds value to the incubated SMEs by making available a range of 
high-quality business development services either through direct service delivery or 
through BDS institutions within the business incubator (Hackett & Dilts, 2004a:50). 
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Rice (2002:163-187) explains that the quality and time-intensity of the business 
development services is a good predictor of the business incubation outcomes. 
Maital et al. (2008:9,11) raises the argument that, as opposed to infrastructure, there 
should be more of a focus on services such as: 
 Business plan development;  
 Marketing and facilitating access to markets: and 
 Assistance with accounting and financial management. 
 
Bergek and Norman (2008:24) emphasise that the success of SMEs is not only 
dependent on the nature of business support services they receive, but also how 
they are supplied. Hackett and Dilts (2004b:62) suggest that a comprehensive array 
of business support services should be developed and, even if these are under-
utilised, it may induce self-reflection by the entrepreneurs in respect of what is 
required to develop their new ventures. Rice (2002:163-187) differentiates between 
four types of business support and how these are supplied: 
 Reactive and episodic support (SME requests help to solve an immediate 
problem or crisis); 
 Proactive and episodic support (incubator initiates informal and ad hoc 
business support to an SME); and 
 Continual and proactive support (the SME is subjected to regular review, and 
intense, aggressive interventions are implemented).  
 
Incubators differ in their approach to the delivery of BDS. Some offer BDS directly as 
a service to incubated SMEs, while others work with BDS institutions to provide 
services to incubated SMEs. In South African incubators such as The Innovation 
Hub, Maxum, Raizcorp and Bandwidth Barn, generic BDS are offered mostly as 
inhouse offerings, while specialised BDS are sourced through external BDS 
institutions and professional organisations (infoDev, 2010:23-26). 
 
In the next section access to shared administrative and secretarial support services 
will be outlined. 
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4.5.3  Shared administrative and secretarial support services 
Ndabeni (2008:84) emphasizes that SMEs require shared business services 
including access to reception duties, messaging, bookkeeping, word processing, 
secretarial services, access to facsimiles, photocopy, Internet and email facilities. 
Duff (2004:17) states that start-up businesses need administrative and secretarial 
services, but often do not have the budgets to provide these services in-house. By 
accessing these services through an incubator, the entrepreneurs can focus their 
attention and capital on the critical priorities of commercialising their product and 
services, while maintaining a professional image with their clientele. According to 
Peters and Rice (2004:85), incubators lower their SMEs’ transaction costs by 
offering access to shared administrative and secretarial services.  
 
During the business start-up phase, SMEs are highly selective about how their start-
up capital is spent, and very often office automation and equipment are the least of 
their concerns. This places a high dependence on the incubator to provide shared 
services for SMEs to access in order for them to portray and conduct a professional 
business. Most South African incubators provide a centralised administration which 
provides a synergistic cost advantage, and by offering these basic office services, 
business incubators provide opportunities for time saving and cost reduction for 
entrepreneurs who want to start their businesses quickly (Abduh, 2007:77). 
 
Professional support services will be discussed in the next section. 
 
4.5.4  Professional support services  
According to Bergek and Norman (2008:24), the role of professional business 
support service providers such as accountants, lawyers and marketing and 
advertising experts, in SME incubation, cannot be over-emphasised. While offering 
specialised services to SMEs within incubators they also serve as an ideal source for 
incubator management and advisory boards. Duff (2004:44) emphasises that the 
quality of the board influences the SME development capacity of the incubator and 
that board members should be selected on their capability to either enhance 
incubator operations or make a contribution to the business development of the 
SMEs.  
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According to Wolfe, Adkins and Sherman (2001:70-71), incubator boards have many 
key responsibilities with the underlying objective of ensuring that the incubator 
achieves its mission and these include: 
 Developing and updating a strategic plan for the incubator; 
 Marketing the incubator to potential stakeholders and SMEs; 
 Supporting the incubator management in establishing and managing the 
professional services network, mentor network and investor network; 
 Supporting the operation of the incubator and monitoring incubator budgets; 
 Supporting fundraising activities; and 
 Supporting the development of successful SMEs. 
 
According to Hannon (2005:69), the professional service providers include 
technology brokers and specialist practitioners who assist in brokering or directly 
supporting the transfer of specialist skills to incubated SMEs, and this is confirmed 
by observations of the community of practice within South African incubators, where 
generic business development service provision is offered directly by incubator staff 
while specialised services are procured through professional service providers. 
 
In the next section, access to funding support will be discussed. 
 
4.5.5  Funding support 
Access to funding can be discussed at two levels. namely funding availability for 
incubated SMEs, and funding for the incubator itself. Mahadea and Pillay (2008:433) 
ascribe the heightened difficulty of access start-up or expansion capital to the newly 
introduced National Credit Act in 2007. Harwit (2002:3) confirms that availability of 
venture capital is one of the success factors for successful incubation. Barrow 
(2001:36) states that incubators in the United Kingdom actively facilitate access to 
government grants and incentives, equity and debt finance options, as well as 
assistance with risk management of SMEs to access purpose fit funding, and that 
this contributes towards the success of these SMEs. 
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An incubator must have the potential to facilitate access to suitable capital for its 
incubated SMEs, for instance low interest loans, grant funding or venture capital 
(Richards 2002:46). Prelipcean, Boscoianu and Lupan (2009:527) confirms a strong 
correlation between increased venture capital growth and increased awareness and 
practice of incubation. They mentioned the following as reasons for this:  
 Research and development are inherent in such transactions within incubators; 
 The cost of monitoring and evaluation of loan clients is lower; 
 The cost of skills transfer is lower; 
 Entry costs are lower for SMEs; 
 Incubators promote and support  innovation;  
 Incubators facilitate risk bearing; and 
 Information costs are lower. 
 
Lalkaka (2001:5) stresses that the predilections of the primary incubator funder(s) 
have a direct bearing on the incubator goals, and funding from a research institute 
may presuppose that the incubator would be focused on research commercialisation 
as an outcome. On the other hand, funding from a private sector initiative may imply 
that the incubator will have a profit motive and perhaps even result in a bustling 
feeder mechanism for local economic development. Hackett and Dilts (2004a:51) 
states that an incubator that is well resourced, meaning adequately funded, will be 
more likely to infuse its SMEs with the requisite resources and will consequently 
yield better incubation outcomes than those incubators which struggle to sustain 
themselves. Lalkaka (2001:5) adds that where a hybrid funding model exists, for 
instance funding from an academic institution, research institution and public/private 
partnerships, it could also bring a variety of concerns caused by conflicting 
objectives such as research value and related imperatives versus feasibility of the 
proposed SMEs. According to infoDev (2008:30) the self-sustainability of an 
incubator is its ultimate test, and thus incubators should operate as viable 
businesses themselves. 
 
According to Mahadea and Pillay (2008:431), investment climate surveys have 
suggested that compared with other developing countries, Sub-Saharan Africa is a 
high-cost, high-risk place to do business, where these obstructions dampen the zeal 
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of domestic SMEs. This is supported by Fry et al. (2001:165), who states that an 
adverse external business environment can also affect SMEs adversely. Herrington 
et al. (2009:62-63) list a few recommendations to create an enabling incubation 
environment including: 
 Strengthening FET colleges and other institutions providing enterprise 
development;  
 National mentorship programmes such as a call centre to support SMEs; 
 Harmonising and simplifying government policies and agencies geared towards 
SME development; 
 Putting in place policies to ensure that appropriate funding is made available to 
SMEs; 
 Promoting new venture creation programmes with impact as a key outcome; 
 Linking academic institutions with industry, and encouraging private–public 
partnerships  to transfer research and development;  
 Reducing the bureaucratic hindrances in starting small businesses, and review 
the tax burden being placed on SMEs; 
 Enhancing small to big business linkages by incentivising partnerships between 
them; and 
 Promoting positive entrepreneurial role models and de-stigmatising business 
failure. 
 
Lalkaka (2001:29) explains that the single greatest barrier to incubator operations 
lies in their being able to secure the requisite finance.  In the South African context, 
incubator funding remains an elusive commodity. Where incubators are directly 
funded through Government programmes, they tend to thrive, but their sustainability 
is compromised as no or very little self-funding and income generation is pursued. 
According to infoDev (2008:30) business incubators should continuously confirm that 
government subsidies will be available in the next year/s and not just assume that it 
will.  
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4.6 SUMMARY 
In this chapter, the incubator environment was discussed, as well as the factors 
influencing the enabling environment for SME incubation. Specific focus was given to  
various incubator support structures and incubator support services to create an 
enabling SME incubation environment. 
 
In the next chapter a theoretical overview of four best practices in the SME 
incubation landscape in global and South African business incubators will be 
discussed, to provide an understanding of the similarities and differences in 
incubation models across six developed countries which include the USA, China, 
United Kingdom, and developing countries which include Brazil, India and South 
Africa.  
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CHAPTER 5 
SME INCUBATION IN DEVELOPED AND DEVELOPING COUNTRIES 
 
5.1 INTRODUCTION 
In Chapter 4, the incubator environment was discussed, as well as the enabling 
environment for SME incubation, and specific focus was made in respect of 
incubator support structures and incubator support services which contribute to 
creating an enabling SME incubation environment. 
 
According to Dee, Livesey, Gill and Minshall (2011:38) incubation can impact new 
SMEs through fast-tracking the entrepreneurial process of business development. 
Incubators add value to SMEs by lending credibility and providing access to 
affordable, credible and shared professional services, workspace facilities and 
business support, as well as coaching and additional internal and external resources 
and networks. Dee et al. (2011:13) explain the importance of incubation in both 
developed and developing countries. According to Knopp (2012:2), it is estimated 
that in the 2011 financial year, the 1400 North American incubators assisted more 
than 49 000 start-up SMEs and provided full-time employment to nearly 200,000 
workers, while generating annual revenue of almost $15 billion. The UKBI (2012:1) 
estimates that the 900 business incubators in the European Union made a significant 
contribution to job and wealth creation, with 40 000 new jobs created annually, and 
the United Kingdom, with its established network of approximately 300 business 
incubators, supports more than 12 000 high-growth technology businesses. Hence 
the value of incubators in respect of job creation and economic development cannot 
be over-emphasised. 
 
In this chapter the best practices of business incubators in developed countries 
including the USA, the United Kingdom (UK) and China, and business incubators in 
developing countries, including Brazil, India and South Africa, will be discussed in 
more detail. The chapter ends with a summary of the key driving forces in developed 
and developing countries. The best practices of business incubators will be 
discussed in the next section. 
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5.2 BEST PRACTICES OF BUSINESS INCUBATORS 
As incubation gains prominence in both developed and developing countries, the 
incubator models have evolved in sophistication, complexity and variety.  
 
Many authors have explored business incubator best practices (Rice & Matthews, 
1995:52-55; Lichtenstein & Lyons, 1996:18-19; Tornatzky, Batts, McCrea, Lewis & 
Quittman, 1996:12-25; Wolfe, Adkins & Sherman, 2001:2-10). Despite the efforts of 
these authors, it remains difficult to establish what can be deemed ‘best practice’. 
Sheen and Broadfoot (2002:6-10) refer to best practice as assessing: 
 Strategic fit of the incubator with the needs of the SME; 
 Infrastructure (workspace and facilities); 
 Organisation and management of the incubator; 
 Services offered; and 
 Selection process of SMEs. 
 
Chandra (2007:38) indicates that incubators can be compared on the basis of a 
number of specific best practices relating to: 
 Strategic focus; 
 Sources of incubator funding; 
 Service mix; and 
 The role of government. 
 
Chandra (2007:38) selects these four best practice dimensions to provide an 
understanding of the opportunities and challenges which are embedded in the 
macro-environmental and institutional environments for SME development in 
developed and developing countries. As these four best practices encapsulate many 
of the best practices identified by the other authors mentioned, they will be used as a 
framework to measure the incubator best practices in this study. To better 
understand the importance of these four best practice dimensions, a brief 
explanation of each is provided next, beginning with the strategic focus of the SME 
incubator. 
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5.2.1 Strategic focus  
In order to provide useful assistance, incubators should clearly define their strategic 
focuses (Akcomak, 2009:19). According to Al-Maburaki (2010:2) incubator 
programmes focus on achieving various goals, including commercialising new 
technologies, diversifying local economics, serving minority SMEs, creating jobs, 
facilitating SME development and expansion, and in so doing, contribute to the local, 
regional and even national economy.  Akcomak (2009:2) refers to the focuses of 
incubators including the support of regional development through job creation, 
promotion of new high-tech SME creation, technological entrepreneurship, 
commercialisation and the transfer of technology, as well as serving as a vehicle to 
deal with market failures in the small business development sector. The strategic 
focus thus entails the core objectives which the business incubator aims to achieve. 
 
In the next section the sources of incubator funding will be discussed. 
 
5.2.2 Sources of incubator funding 
Hackett and Dilts (2004a:52) caution that the sources of incubator funding are 
important to note since financial dependence on primary subsidy support, for 
instance from government sources, could force incubators to operate in a politically 
charged environment where they are tempted to fake incubation success just to 
access continued funding.  
 
Lalkaka (2001:5) explains how the predilections of incubator funders could influence 
their strategic focuses in Table 5.1: 
 
Table 5.1: Influence of incubator sponsor/funder on incubator objectives 
Incubator sponsor / funder Anticipated incubator objectives 
University  Innovation, student recruitment into new SMEs 
Research institute Research commercialisation 
Public/private partnership Investment, employment, social upliftment 
State / Government Local development, poverty alleviation, job creation 
Private sector  Profit, new patents, SME spin-offs, equity 
Venture capital  Successful enterprises yielding profits/returns 
 
Source: Lalkaka (2001:5) 
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From Table 5.1, it can be seen how different funders could have a variety of different 
and often conflicting incubation objectives. Incubators thus need to be cautious 
about how they develop a hybrid funding strategy to ensure that they maintain their 
strategic objectives and avoid ‘mission creep’ to pursue funding which may taint their 
original objectives.  
  
According to infoDev (2010:31), incubators are more likely to succeed when 
supported by multiple public and private sector sponsors. Since incubators are 
established to mentor and guide SMEs to a position where they become financially 
sustainable, incubators should strive to achieve the same.  Akcomak (2009:8) states 
that in developing countries incubators are still primarily government funded, and the 
idea of sustainable incubators remains an elusive concept. Incubators can have 
diverse sources of funding and it is recommended that they strive for self-
sustainability.  
 
Based on Table 5.1, it would be problematic for an incubator to pursue a 
combination of government funding (with its social good objectives) and venture 
capital funding (with its inherent anticipation of profit-yielding SMEs). The objectives 
of these funding sources are completely different, and would detrimentally affect the 
operations of the incubator.  
 
According to Khalil and Olafsen (2008:74), incubators face a crossroad when 
pursuing self-sustainability. They are compelled to rely on earned revenue as an 
income source, and this serves as a trigger for incubators to remain market-
orientated while at the same time the very purpose of the business incubator is to 
assist incubated SMEs at the critical stages of their business lifecycle when they are 
the most vulnerable, and when it may be impossible for them to pay the full fee for 
services rendered. Hence incubators need to pay attention to designing their income 
portfolio since they may also need to adjust their objectives (strategic focus) to 
ensure their own survival.   
 
In the next section the mix of services provided by SME incubators will be discussed. 
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5.2.3 Service mix 
Incubator services such as affordable workspace facilities and technical support can 
assist SMEs to avoid high establishment costs, and in some cases avoid start-up 
bureaucracy and prolonged processes (Akcomak, 2009:20). According to infoDev 
(2010:50), business incubators generally attempt to provide their SMEs with a 
comprehensive range of facilities and services which are delivered as pre-incubation, 
incubation or post-incubation interventions. According to Schwartz (2011:72), 
incubators provide business assistance services to SMEs including marketing, 
accounting, human resources and so on, in order to improve their vital day-to-day 
business processes. These services thus assist the SMEs in those areas of their 
business operations where they may not have the relevant knowledge and expertise.  
 
In the next section government support to SME incubators will be discussed. 
 
5.2.4 Government support 
According to Chandra (2007:7), most incubators worldwide have some degree of 
government involvement and infoDev (2010:15,34) states that the primary roles of 
government, with reference to incubation, include technology development and 
social development, development of the technology infrastructure, policy framework 
and establishment funding, to serve as catalysts for incubator establishment.  
 
These four best practice dimensions highlight the interplay between the institutional 
and external environment, where the strategic focus of the incubator influences the 
service mix it offers. At the same time, the nature of the funding resources available 
to the incubator and the support it garners from the government, will influence its 
strategic focus (e.g. where funded by government, the incubator could be required to 
deliver on a socio-economic mandate, while if funded by the private sector, the 
incubator could be expected to deliver on a for-profit imperative).  
 
In the next section, the business incubation models in developed and developing 
countries will be discussed and compared along the best practices dimensions within 
the institutional SME environment, which includes strategic focus (what the strategic 
objectives of SME incubation are) and the service mix (what specific and general 
services are offered by the incubators). The best practice dimensions in the external 
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SME environment, which includes sources of incubator funding as well as the role of 
government, will also be discussed for business incubators in both developed and 
developing countries.  
 
In the next section, the geographic scale and scope of incubation will be discussed.  
 
5.3 THE GEOGRAPHIC SCOPE AND SCALE OF INCUBATION 
As previously mentioned in Chapter 3 and according to Ratinho (2011:21), there are 
currently an estimated 7000 incubators worldwide. Business incubation emerged as 
an economic development tool in the early 1980s, first in the USA and Europe, and 
subsequently spreading to the rest of the world. The developed countries such as 
America and China have been involved in SME incubation for 25 years and the 
industry is more mature, whereas in many other developing countries it remains a 
relatively new industry.  
 
The geographic spread of the estimated 7000 incubators worldwide is shown in 
Figure 5.1. 
 
Figure 5.1: Geographic spread of business incubators 
 
Source: Adapted from Maital et al. (2008:2) 
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From Figure 5.1, it can be seen that the USA currently leads with the highest 
concentration of business incubators with an estimated 1650 and for this reason it 
will be included in the sample for investigation of business incubators in developed 
countries. According to Li (2005:1), the United Kingdom (UK) led Europe in 
establishing the first business incubator more than 30 years ago to encourage 
entrepreneurial ventures among retrenched coal and steel workers. Figure 5.1 also 
shows that Europe boasts an estimated 1500 incubators, more than 400 of which are 
found in the UK (UKBI, 2012), and hence the UK will also be included in the sample 
of investigated BIs in developed countries. According to infoDev (2010:12), the 
highest concentration of BIs in the Far East is found in China, with the remaining 
concentration nodes in Japan, India, Korea and Malaysia, therefore China will be 
included in the sample of investigated BIs in developed countries.  
 
From Figure 5.1, Brazil follows with an estimated 350 business incubators, starting 
with only 10 only one decade ago, and therefore Brazil will be included in the sample 
of BIs to be investigated in developing countries. The remaining 250 incubators are 
scattered between Africa and the Middle East, with the main concentration nodes 
being Egypt, South Africa, Nigeria, Ghana, Turkey, Sri Lanka and Dubai. Based on 
the information obtained from Maital et al. (2008:2) about the geographic spread of 
BIs, further information was sourced, to select the final sample of BIs in developing 
countries to compare with SA incubators.  
 
According to infoDev (2010:19), there are limits in the extent to which comparisons 
can be made between incubators, because the local environments of business 
incubators vary from one country to another. Brazil and India, much like South Africa, 
are fast growing market economies characterised by good prospects of future 
economic growth (Dutiro, 2009:6). While Brazil and India both have larger 
populations and land areas than South Africa, the three developing countries do 
share some similarities in that all three are grappling with similar development 
issues, including a lack of quality education, a shortage of quality infrastructure, and 
a low share in international trade (Timm, 2011a:10). The three countries are also 
part of the India Brazil South Africa (IBSA) initiative, set up in 2003, which aims to 
act as a forum to share various developmental and economic learning and 
experience. Brazil is particularly similar to South Africa in that the two countries are 
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among those showing the most inequality in the world. Owing to the similarities 
between these countries, there is a sound case for comparing South Africa’s BIs with 
Brazil and India.  Therefore South Africa, Brazil and India will be included in the 
sample of BIs to be investigated in developing countries. 
 
In the next section, a global comparison will be made of incubators in developed and 
developing countries. 
 
5.4 BUSINESS INCUBATION IN DEVELOPED COUNTRIES 
Business incubation in developed countries has been characterised by an evolution 
in the type and quality of support services as an essential ingredient of incubation 
models. According to Akcomak (2009:20), most incubators in developed countries 
provide intangible and specialised services to SMEs (e.g. networking strategy, 
assistance in business plan, marketing etc.). While the provision of physical space 
remains central to the incubation models, SMEs in incubation increasingly require 
specialised professional support services (Miller & Bound, 2011:3). According to 
Stefanovic and Eric (2008:157), the main issues in business incubators in developed 
countries include: 
 Expanding the incubator’s function; 
 Successfully linking the incubated SMEs to venture capital funders; 
 Fast tracking (accelerating) the growth and development of start-up SMEs;  
 Increasing the number of SME clients outside the incubator walls; and 
 Successfully using international best practices in incubation.  
 
In the public sector, business incubators have remained a popular policy instrument 
to foster entrepreneurship and regional development, with the aim of creating jobs 
and catalysing local economic growth. In the private sector, the rent-seeking model 
of incubation has grown significantly, while many large companies have started to 
experiment with in-house incubators to support emerging SMEs as a way to boost 
their supply chains and source new ideas and innovation (Miller & Bound, 2011:8).  
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As incubation has matured over the past 30 years, incubator models have also 
evolved significantly. Business incubators in USA, China and Brazil, will be explored 
in the developed country context. In the next section, business incubation in the USA 
will be discussed in more detail. 
 
5.4.1 Business incubation in the USA 
According to Robinson (2008:8), business incubation started in the USA in 1959 with 
the primary focus of re-using abandoned buildings, but since then SME incubation 
has been formalised and has matured to a standardised set of procedures. Hackett 
and Dilts (2004b:57) contend that a local real estate developer acquired a large 
building measuring an estimated 260 000 m2, and after battling to find a tenant 
capable of leasing the entire facility, opted to subdivide the building and provided 
sub-lettable units to a variety of SMEs, some of whom requested business start-up 
advice and/or assistance with raising capital.  Scaramuzzi (2002:5) states that the 
USA business incubation industry seems to have reached a stage of maturity and 
have produced a significant impact in terms of new business creation, promotion of 
employment creation, and the development of infrastructure to support SMEs. 
According to Aernoudt (2004:129), the typology of incubators in USA can be 
summarised as follows:  
 technology incubators (25%);  
 regional development incubators (5%);  
 specialised incubators (9%); and  
 mixed-use incubators (61%). 
 
Most incubators are not single-purpose or specialised, and provide assistance to 
very early stage SMEs (germination) as well as mature SMEs. This mixed-use model 
which is most prevalent in the USA (61%) is popular because it allows for a 
diversified revenue model (Davies, 2009:10). Another reason for the prominence of 
mixed-use incubators in the USA is the fact that the role of business incubators has 
changed from only assisting SMEs during their formative years to one of also adding 
value to SMEs in the more mature stages of the business lifecycle (Miller & Bound, 
2011:8). In the next section, the strategic focuses of USA business incubators will be 
discussed.  
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5.4.1.1 Strategic focus 
According to Johnsrud (2004:3), USA incubators were established to stimulate 
business start-ups and to revitalise economically depressed areas where SMEs 
faced a high risk of failure. The business incubators in the USA have the following 
key objectives (Al-Mubaraki & Busler, 2010:345; Knopp, 2012:26): 
 Used as economic development tools; 
 Providing a mix of tangible and intangible services from the perspective of local 
economic development;  
 Commercialising technology; 
 Diversifying and contributing to the local economy; 
 Accelerating local industry growth; 
 Retention of business in the community; 
 Encouraging minority and women entrepreneurship; 
 Providing job creation for the local community;  
 Generating revenue; and 
 Revitalising distressed neighbourhoods.  
 
According to Wiggins and Gibson (2003:57), incubation in the USA was fuelled by 
three concurrent forces – an attempt to optimise the use of old, abandoned 
manufacturing buildings, the availability of funds from the National Science 
Foundation to foster innovation and entrepreneurship, and the individual or groups of 
SMEs that sought to transfer their experience to, and invest their resources in, new 
technology companies.  
 
While the earlier incubators focused their efforts on new technologies, light 
manufacturing and service businesses, the industry maturation also saw significant 
broadening in the types of SMEs incubated, including biotechnology, renewable 
energy, high technology and high growth. According to the National Business 
Incubator Association (2012:4) incubators focusing on high-technology SMEs are 
building the cornerstone of the knowledge economy.  
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In the USA, incubators have been designed to pursue defined objectives as part of a 
broader economic development framework, for example (infoDev, 2010:16):  
 territorial orientation where the incubators’ strategic focus is aligned to a 
regional strategy or impact orientation; or  
 where the incubators’ strategic focus is related to specific policies such as job 
creation, innovation or competitiveness.  
 
From the above, it is apparent that USA incubators were established along the lines 
determined by various political and or socio-economic policies, but more recently 
incubators have attempted to pursue sustainability and economic development. In 
the next section, business-incubator funding in US incubators will be discussed. 
 
5.4.1.2 Business incubator funding 
In the USA, the incubator-funding model is mature and well defined, with many 
sources from government, the private sector and the public sector, including 
academic institutions (Chandra & Narczewska, 2009:70). As much as 75% of all 
incubators in the USA are non-profit making in nature, and are supported by local 
governments, academic institutions of higher learning, and local businesses 
(Wiggins & Gibson, 2003:57). The National Business Incubator Association 
(2012:11) adds possible incubator funding sources to include economic development 
organisations, and by being self-funded with income raised through services 
rendered, such as rental of workspace, value-add services, and consulting. In 
addition to rental income and consulting fees earned, some incubators also generate 
income by cashing in on their equity positions within successful SMEs. According to 
Chandra (2007:23), additional sources of formal and informal support are also 
available to incubators, as outlined in Table 5.2. 
 
Table 5.2:    Formal and informal funding sources to USA incubators 
Formal funding support Informal funding support 
 Capital funds from the state’s legislative 
allocation for incubator infrastructure  
 Competitive state grants to selected 
performing incubators 
 Matching grants for service support for newly 
established  SMEs 
 Tax incentives in the form of tax credits to 
businesses investing in incubators 
 Low-interest loans to local government 
agencies to support investment in incubators 
 Private partnership funding for operational 
funding 
 
Source:  Adapted from Chandra (2007:23) 
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From Table 5.2 it can be deduced that in the USA, most business-incubation 
programs receive start-up funding from government sources, as well as on-going 
operational support based on their performance. On-going operational expenses are 
also funded through various non-formal funding sources such as tax incentives and 
grant facilities available through both public and private sector funders.  
 
From the above, it is evident that USA incubators have a mature funding model 
comprised of both public (government) and private sources. The establishment of 
SME incubators is funded primarily from government sources, and operational 
funding is sourced either through government or a mix of private and own capital, 
raised through income-generation strategies.  
 
The service mix in USA incubators will be discussed in the next section. 
 
5.4.1.3 Service mix 
According to Chandra & Narczewska (2009:79), the service mix in USA incubators is 
well defined and specialised for the high-tech specialised SME market. Services are 
linked with the strategic agenda of the incubator, and specialised incubators are 
moving towards a service mix that emphasises higher, value-adding services such 
as networking.  
 
According to Akcomak (2009:20), the incubator services help SMEs avoid exorbitant 
start-up costs and the bureaucracy of starting the businesses. USA incubators 
provide both tangible and intangible services that have been strategically selected to 
provide the ideal service mix for SMEs, as depicted in Figure 5.2.  
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Figure 5.2:  Ideal service mix in USA incubators 
 
Source: Adapted from Lewis et al. (2011:45); Knopp (2012:30) 
 
Figure 5.3 lists the key services provided by incubators in the USA, as indicated by 
Knopp (2012:30) and Lewis et al. (2011:45). These services are clustered in respect 
of the stage of incubation, namely, pre-incubation, incubation, and post-incubation 
(Tang, Angathevar & Pancholi, 2010:17). 
 
 
 
 
 
 
 
 
 
 
 
 
Business Operations 
•Help with business basics 
•Business plan development 
•Marketing assistance 
•Accounting and financial 
management 
•Comprehensive training 
programs 
•Assistance with 
commercialisation 
•Intellectual property 
management 
•Procurement assistance 
•Accessing commercial 
loans 
•Assistance with regulatory 
compliance 
•Human resource support 
•General legal services 
Networking 
•Links to higher education 
and training 
•Access to venture capital 
and non-commercial 
funding 
•Linkages to strategic 
partners and networking 
 
Infrastructure 
•Specialised equipment or 
facilities 
•Shared administration and 
office facilities 
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Figure 5.3:  Services provided by USA incubators 
 
Source: Adapted from Knopp (2012:30); Lewis et al. (2011:45) 
 
As can be seen in Figure 5.3, during the pre-incubation stage, most emphasis is 
directed at ensuring that the right tenants are selected for incubation. Hence SMEs 
are recommended for incubation after successfully negotiating the screening 
process, and are then provided with basic business support, for instance completion 
of a business plan and monitoring the implementation thereof within the incubator 
network (Duff, 2004:118-119).  
 
The incubation stage is characterised by a number of demand-driven business 
development support services aimed at facilitating the growth of the SME during 
incubation.  Duff (2004:151-152) uses the example of the Midlands Business 
Enterprise Incubator and its services to incubated SMEs, which include the provision 
of shared facilities, assisting with marketing research, and marketing. The SME is 
further assisted with linkages to SME finance, financial management support such as 
bookkeeping services and related business development services support, and is 
also recruited to participate in business management skills training, after which they 
receive specific mentoring and coaching interventions. In general, incubators in the 
USA are moving towards a service mix that emphasises more value-adding services 
such as networking (Al-Mubaraki & Busler, 2010:338). 
 
Pre-incubation 
• Screening and selection 
• Business basics   support 
• Network support  
Incubation 
• Shared facilities 
• Assistance with marketing 
• Assistance with business  finance 
• Financial management support 
• Business development services 
support 
• Legal services  
• Business training 
• Coaching 
• Regulatory compliance 
• HR support & training 
Post-incubation 
• Facilitating networking  
sessions 
• Assistance with 
commecialisation 
• Networking support 
• Linkages to academic   
institutions and   research 
and development centres 
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After the SME exits the incubator, the post-incubation services extended to it include 
continued networking with members of the incubator, assistance with 
commercialisation, inter-trading within the incubator companies, and linkages to local 
government, finance and other specialised service agents (Monkman, 2009:16).  
 
From the above, it can be seen that the pre-incubation services are primarily focused 
on ensuring the apt selection of new SME incubator clients, and grooming them prior 
to formal incubation. Once incubation commences, the SME is provided with a full 
suite of needs-based services as well as some value-add services, such as linkages 
to finance and mentoring. Post-incubation is virtual in nature, and provides continued 
networking support as well as access to strategic linkages to sustain the growth of 
the SME beyond the incubator. 
 
In the next section the role of government in USA business incubation will be 
discussed. 
 
5.4.1.4 Role of government 
According to Chandra and Narczewska, (2009:74), state governments play a 
predominant role in supporting and funding incubators in the USA. Chandra 
(2007:20) mentions that government involvement is evident in funding from federal, 
state and local levels, and through legislative concessions for economic 
development to support incubators. Lalkaka (2003:10) adds that the USA 
government supports incubation programmes by: 
 Helping SMEs overcome market constraints;  
 Improving access to information and finance; 
 Availing land for divisible work space which otherwise may not be freely 
available; 
 Extending its role in providing public goods including knowledge, research and 
infrastructure; 
 Stimulating innovation and entrepreneurship as prime forces in the new 
economy, 
 Promoting the culture of technology commercialisation;  
 Reducing the costs and consequences of business failures; 
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 Facilitating the transition from a command to a new economy; 
 Empowering backward areas (urban and rural) and minority groups such as 
youth and women entrepreneurs; and 
 Facilitating synergy between university, research, state and civil society. 
 
According to Zablocki (2007:1306), small business incubators have proved to be 
effective economic development tools, with their greatest benefit being to enhance 
SME survival rates, where as much as 80% to 90% of incubated SMEs are still in 
existence after five years. Small business incubation is now an entrenched and 
accepted economic development tool used in both urban and rural areas throughout 
the USA. Following the recent global recession, the USA government has 
reconfirmed small business creation as a pivotal strategy to ensure job creation, and 
has hailed business incubation as a priority thrust to ensure economic recovery (Carr 
& Lucas-Smith, 2011:28). The presidential appeal at local level has been for 
municipalities and economic development organisations to develop business 
incubation programmes to support SMEs through seed capital, below-market rate 
loans, technical assistance, and capacity building. 
 
From the above section, the strong support and commitment from government at all 
levels, namely federal, state and local level, are clearly evident. The USA has 
implemented a host of both policy and legislative stimuli to promote and support 
incubation programmes. This was done on the back of the emerging reality that SME 
incubation is an ideal catalyst to stimulate the local economy, specifically in the post-
recession stage of economic recovery. 
 
Business incubation in China will be discussed in more detail in the next section.  
 
5.4.2  Business incubation in China 
Larsson (2008:5) states that the first business incubator, Wuhan Start-Up Service 
Centre, was established in 1987. The Chinese business incubation programme drew 
on best practices from the USA since its establishment, and was also influenced by 
the rapid social and economic development which spanned the 15-year period from 
1987 to 2002. According to Lalkaka (2001:13), there has been rapid incubation 
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expansion in China from its beginnings in 1987, and the growth is ascribed to 
significant subsidies including upfront land and building subsidies, low-cost loans 
and grants by state agencies, and on-going operating subsidies. As much as 87% of 
incubators in China are general technology incubators, and are predominantly ‘first 
generation’ with a strong real-estate component (Scaramuzzi, 2002:17). According to 
Kirby (2004:3), the raison d’etre for first generation incubators was the provision of 
affordable workspace for start-up businesses.  Larsson (2008:6) claims that the early 
Chinese incubators were tasked primarily with providing low-cost office space and 
shared facilities such as a business centre, phone lines and meeting rooms. These 
incubators were initially comprehensive in the sense of allowing SMEs from different 
industries to enter until government directives changed to promote the creation of 
specialised incubators (Larsson, 2008:6). According to Tang et al. (2010:9), by 2008, 
670 specialised high-tech incubators were established, hosting as many as 44 346 
SMEs employing 928 000 employees. Akcomak (2009:18) confirms the direct impact 
of Chinese incubators to include an average of 66 incubated SMEs, and the creation 
of an average of 139 jobs per incubator.  
 
In the next section, the strategic focuses of Chinese business incubators will be 
discussed. 
 
5.4.2.1 Strategic focus 
Strong government leadership in an era when market forces were still in the early 
stages of development, has been the major fuel for China’s large incubation system 
(Johnsrud, 2004:173). According to Wang (2010:152), what sets China apart from 
other developed countries is the fact that business incubation is strongly regulated 
by the Ministry of Science and Technology (MOST). According to Chandra and 
Narczewska (2009:72-74), the strategic focus of Chinese incubators started off being 
primarily social in nature; the entry and exit criteria were rarely existent or were 
enforced as incubation as a government mandate. Therefore efficiency indicators 
were not necessarily deemed important. China was undergoing profound social 
changes from the planned economy system to a socialist market economy system. 
Two institutional models was thus chosen for China’s incubation programme,  one 
being the non-profit model for public good, and the other being the for-profit or 
commercial business incubation model. The expansion of incubators was facilitated 
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by major government subsidies, and aimed to foster cultural change as a secondary 
incubation objective. According to Feng-Ling (2004:85), incubators will result in the 
acceleration of commercialisation of scientific achievements, as well as fostering an 
entrepreneurial culture that tolerates failure and encourages new SMEs and 
advocates innovation.  
 
According to Feng-Ling (2004:83), the evolution of business incubators in China 
went through two important periods and showed significant changes in strategic 
focuses listed in Table 5.3. 
 
Table 5.3: Strategic focuses of Chinese business incubators 
Strategic focuses 
In classic development phase In diversified development phase 
 Creating SMEs to develop high technology 
 Realising industrialisation 
 Creating jobs through socio-economic 
development 
 Providing a favourable environment for 
technical innovation 
 Encouraging scientists and researchers to 
develop high technology SMEs 
 Increasing commercialisation of science and 
technology 
 Encouraging the return of Chinese scholars 
living abroad to establish SMEs in China 
 Encouraging specialised incubation services  
 Promoting more industry specific incubators 
aligned to national growth industries 
 Encouraging sustainability in incubators and to 
wean them from government dependency 
 Promoting the development of emerging 
industries 
 Creating and promoting an active 
entrepreneurial culture 
 
Source: Adapted from Feng-Ling (2004:83); Wang (2010:153) 
 
From Table 5.3 it can be seen that Chinese incubators went through two periods of 
development, starting off with the classic development stage, which ran from 1986 
with the establishment of the Wuhan technology development zone, to about 1996, 
with the new industrial regulations. During this period the strategic focuses for the 
establishment of incubators in China were primarily directed to social development, 
job creation and increasing innovation together with high-technology SMEs. This 
period was followed by a period of diversified development, where the strategic 
direction shifted from being primarily social in nature to actually using incubation as 
an economic development tool. This stage was ushered in by the Chinese State 
Councils’ resolution for the acceleration of science and technological innovation in 
1997. This period was characterised by more specialisation in incubators, with the  
primary focus on high-technology SMEs, and hence a number of Technology 
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Business Incubators (TBIs) were established until 2008, by which time more than 
670 TBIs were set up (Tang et al., 2010:8). 
 
From the above, it can be seen that despite the primary focus of Chinese incubators 
being socio-economic in nature during the formative years of SME incubation in 
China (in the classic development phase) the strategic focuses of SME incubators 
evolved by 1996/1997 with the onset of the diversified development phase, where 
pure economic development imperatives became prominent; they have achieved 
noteworthy success with a confirmed SME survival rate of 80% for SMEs in Chinese 
incubators (Wang, 2010:153).  
 
In the next section, the sources of business-incubator funding in China will be 
discussed. 
 
5.4.2.2 Business incubator funding 
According to Chandra and Narczewska (2009:70), the Chinese government viewed 
business incubation as a strategic tool for China’s transition into the high technology-
driven market economy. For the first decade of their existence, incubators were 
initiated, funded and managed by government, with technology commercialisation as 
a key strategic priority. The government of China implemented the Torch Programme 
as a guiding programme for the development of China’s high and new technology 
industry. The focus of the Torch programme was to create a favourable environment 
for the development of high-technology SMEs through initiatives such as formulation 
of related policies, laws and regulations, exploration of new financing channels, and 
the development of domestic and foreign information and support networks (Feng-
Ling, 2004:82). Scaramuzzi (2002:17) maintains that the Torch programme, 
administered by the Department of Science and Technology, has been directly 
responsible for the creation of more than 200 incubators, incubating more than 6000 
SMEs.  
 
Feng-Ling (2004:89) discusses two funding models, namely single sponsorship and 
diversified funding models. The single sponsorship model included the first ten years 
of incubator development in China, where the Ministry of Science and Technology 
and the Science and Technology Industrial Parks (STIPs) sponsored most of the 
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incubators. Tang et al. (2010:13) mention that during the early stage of the incubator, 
the government sponsored free land and covered the construction of the incubator. 
Feng-Ling (2004:90) explains that the diversified model for incubator funding which 
emerged since 1998 showed a deviation from solely government funded incubators 
to enterprise-sponsored and multi-investor-sponsored incubators, to include funding 
sources from the following: 
 Government/quasi-government sectors with their Science and Technology 
administrations being the major investor in incubators; 
 Universities and research and development institutes; 
 Private enterprises including state-owned enterprises and investment 
companies; 
 Non-governmental organisations; and  
 International donor organisations offering primarily human resource exchange 
and training programmes. 
 
According to Tang et al. (2010:12), most (up to 90%) of Chinese incubators are non-
profit, and derive their funding mainly from government sources, which include 
funding for land and buildings as well as operational funding. Some private (for-
profit) incubators raise finance through sponsors or investors and through bank loans 
secured during the incubator construction phase. Other sources of funding are 
becoming prevalent, including university-funded incubators, self-funded incubators, 
and public-private funded incubators using hybrid funding sources such as venture 
capital funds, NGO funding, and creative funding such as recruiting free human 
resources from other countries with a specialisation in high-tech business incubation  
(Akcomak, 2009:15). 
 
From the above section it can be seen that as many as 90% of Chinese SME 
incubators are non-profit, and their establishment and operational costs are fully 
funded by government. More recently a number of for-profit SME incubators have 
been established by private investment or commercial funding, and have pursued 
hybrid funding models to cover operational costs, for instance venture capital funding 
and generating income streams through the sale of professional services. 
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In the next section, the services provided by Chinese incubators will be discussed in 
more detail. 
 
5.4.2.3 Service mix 
According to Lalkaka (2001:14), Chinese incubators are very large in comparison to 
international standards, with an average size of 10 000 m2, and provide shared 
physical facilities. Tang et al. (2010:16) explain that the emphasis is on buildings and 
administrative management. Apart from physical infrastructure, incubators in China 
offer services such as low-cost office space, business support services, and 
networking opportunities to as many as 60 to 70 incubated SMEs (Akcomak, 
2009:14). Universities have strong ties with Chinese incubators serving as feeders of 
research spin-off SMEs becoming incubator tenants. Scaramuzzi (2002:19) lists 
some of the incubator services to include: 
 Micro credit facility; 
 Low rent facilities; 
 SME counselling; 
 Business management and vocational skills training; 
 Advocacy services for SMEs; 
 Networking services; and 
 Technology funding. 
 
Tang et al. (2010:14) summarise the service mix offered to SMEs in Chinese 
incubators in Figure 5.4. 
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Figure 5.4: Services provided by Chinese incubators 
 
Source: Adapted from Tang et al. (2010:17) 
 
In Figure 5.4, Tang et al. (2010:17) illustrate that the pre-incubation stage services 
pivot around the entry into the incubator, and the professional consulting services 
offered to SMEs at this stage include: 
 Consulting with regard to business planning and forecasting financial 
requirements;  
 Consulting in finance, law and other professional services prior to business 
start-up; 
 Providing business management guidelines; 
 Providing technical training courses to SMEs; 
 Providing business management skills training to SMEs; and 
 Assisting with market development of SMEs. 
 
Akcomak (2009:14) states that the pre-incubation services were designed to address 
the SME challenges which prevailed in China, such as a lack of SME finance, a lack 
of business management skills, and a risk-averse culture, limiting the entrepreneurial 
tendency. The SME challenges also had an influence on the incubation-related 
services and according to Feng-Ling (2004:92-93), the incubation stage offers basic 
and value-add services that include:  
 Low-cost work space facilities including all utilities such as water and electricity;  
Pre-incubation 
• Assistance with feasibility 
studies 
• Assistance with business   
plans 
 
Incubation 
• Provision of office space 
• Shared reception  
• Administrative facilities 
• Shared utilities 
• Access to funding 
• Business consulting 
• Shared services 
• Coaching and training 
• Networking 
 
Post-incubation 
• Aftercare visits on a 
regular basis 
• Business linkages 
• Business support as 
required  
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 Shared secretarial services including typing, copying, reception, meeting rooms 
and security; 
 Communication services including telephone, fax, postal and Internet facilities; 
 Information services including high-speed Internet access, local access network 
or wireless networks; 
 Representative services including business registration, tax registrations, 
facilitating access to bank accounts and establishing administration systems;  
 Financial services including access to capital, access to grants and incentives 
and financial planning; and 
 Legal advice and networking are also provided.  
 
During this stage, the business incubator pays special attention to the building of key 
abilities so as to enable the SMEs not simply to survive, but also to thrive within the 
favourable incubation environment. The post-incubation stage does not imply that 
support to the SME is severed, as the SME provides continued reporting, such as 
balance sheets and management reports to the incubator to track their business 
growth (Tang et al., 2010:15).  
 
From the above, it can be seen that the services in Chinese incubators emphasise 
innovation and technology. Hence the services offered by incubators are also 
strategically selected to play a role in ushering China’s transition into the high- 
technology- driven market economy.  
 
In the next section, the role of government in the formation of Chinese incubators will 
be discussed. 
 
5.4.2.4 Role of government 
According to Chandra and Narczewska (2009:74), state governments play a 
predominant role in supporting and funding incubators in China. However, the 
dictatorial approach of the Chinese government negatively impacted the market 
orientation and entrepreneurial proclivity of incubators as they tended to be more 
risk-averse in respect of SME selection and financing. Where less government 
involvement was prevalent, incubators were seen to make more risky direct 
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investments in SMEs (Chandra & Narczewska, 2009:75).  This is supported by 
Scaramuzzi (2002:17) who concurs that involvement from government has had an 
impact on the incubator model and funding structure.  
 
Larsson (2008:23) points out that the government policy has shifted from direct 
prodding to a role of defining direction and guiding incubator development. Feng-
Ling (2004:94-96) summarises the role of government to include the provision of: 
 Strong incubation administration through the Torch programme’s High-Tech 
Industry Development Centre; 
 Favourable macro-direction and policy guidance, for instance by confirming the 
social function of incubators through a series of laws and regulations, 
formulating standards for incubators and the provision of national conferences 
and training workshops; 
 Preferential policies to promote incubation, such as tax exemption, reduced 
taxes on incubator income, and incentives for recruiting incubator personnel;  
 Financial support for incubator infrastructure and earmarked operational 
expenses; 
 Incubator associations to create a cooperative training environment, exchange 
of experiences, as well as consulting and international cooperation between 
incubators;  
 International exchange programmes for incubator staff; and 
 Advocacy and lobbying with state and government leaders to promote and 
support incubators. 
 
The business incubation programme in China is characterised by strong support 
from government, which also makes it a major weakness. As explained above, 
incubators are financed and managed mostly by government, and this hinders their 
self-sufficiency. This also flows into the incubated SMEs, affecting their market 
orientation and behaviour, making them linger on for longer in the incubation 
environment owing to their risk-averse nature.  
 
In the case of China, it is interesting to note that the business-incubator programmes 
have played a key role in facilitating the transition from a socialist economy to a 
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market economy by promoting the commercialisation of innovative ideas born from 
university-based technology and research and development initiatives (Al-Mubaraki, 
2010:4).  
 
From the above section it can be seen that while the intent and motives of the 
Chinese government were positive in respect of their support of business incubators, 
it also had detrimental results, with business incubators leaning too heavily on 
government support. Akcomak (2009:15) also raises some other challenges caused 
by heavy government involvement, such as a lack of incubator self-sufficiency, 
incompetent government officials appointed as incubator managers, and continuous 
government funding causing a lack of competitiveness in respect of the service 
offerings provided by the incubators. 
 
In the next section business incubation in the United Kingdom will be discussed in 
more detail. 
 
5.4.3  Business incubation in the United Kingdom (UK) 
According to Aernhoudt (2004:127-135), the first business incubators to develop in 
the UK were clustered around existing industrial activity and in areas of economic 
deprivation. The Aston Science Park opened its incubator in the early 1980s, 
providing incubation for start-up SMEs operating in knowledge-based industries. The 
Barclays Venture Centre opened in the University of Warwick science park around 
the same time, and two other incubators were developed at the Heriot-Watt 
University in Edinburgh, and the St John’s Innovation Centre in Cambridge. The 
British Steel Industry (BSI) was also involved in developing incubators in the 1990s, 
as an attempt to address the substantial social distress caused by steel industry 
closures. The business incubators aimed to facilitate the diversification of the 
industrial base of the regional economy to provide jobs.  
 
According to UKBI (2012), following the elections held in May 2010, UK businesses 
are being seen in a new light, given the importance they hold for contributing to the 
economy. Business incubation in the UK is viewed as a key catalyst for regional and 
national economic development strategies to support and accelerate the growth of 
SMEs. The development of business incubators has also followed the UK’s 
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traditional strengths as an economy, and includes incubators in the engineering, 
medicine, life sciences, ICT and bio-industry sectors. At present, the UK has 
approximately 300 business incubators, supporting around 12 000 SMEs (UKBI, 
2012). Estimates of the direct impact created by business incubation include 
between 25 to 40 supported SMEs and between 44 and 91 jobs per incubator. Many 
incubators (as many as 60%) also have outreach programmes to support SMEs not 
resident in the incubator (Dee et al., 2011:6). 
 
In the next section the strategic focuses of UK-based business incubators will be 
discussed. 
 
5.4.3.1 Strategic focus 
In the early stages of business incubator establishment (1970 to 1980), business 
incubators were deemed a significant tool in assisting regions that were undergoing 
industrial restructuring with their primary purpose being job creation and starting 
small businesses (Li, 2005:7). According to Aernhoudt (2004:125-137), the early 
incubation schemes tended to offer generic support services to a diversity of SMEs 
from across different industries, but the clear trend by the 1990s was to establish 
sector-specific incubators, for example biotechnology, ICT creative industries and 
fashion. This trend was coupled with a focus on innovation and improving business 
potential, especially in disadvantaged groups and communities. The Business 
Incubation Development Fund was launched by the Department of Trade and 
Industry in 2005, to promote incubation primarily in disadvantaged areas, and they 
became ideal vehicles to drive transfer of technology and to promote innovation (Li, 
2005:12). Because of the rapid changes in the global economy, SMEs have gained 
prevalence as a force to drive national economic growth and job creation (Bayhan, 
2006:3). Policymakers have turned to business incubators as a means to achieve a 
wide range of economic and social objectives.  
 
According to Nolan (2003:22-30), business incubators in the UK have been used 
widely to: 
 Combat unemployment; 
 Increase the rate and quantity of SME formation; 
116 
 
 Enhance the technological standing of local SMEs; 
 Commercialise university research; and 
 Assist socially disadvantaged groups such as youth, women and the disabled. 
 
Benson (2009:9) confirms that UK incubators were used both as a modality to 
bolster enterprise and entrepreneurship as a vital contributor to the economy, and to 
foster an entrepreneurial culture.  
 
From the above it is evident that the strategic focuses for business incubators in the 
UK tended to be both social and economic in nature. Initially business incubators 
were used as a catalyst to stimulate diversification and industrial reform, as well as 
to stimulate the economy in areas of economic deprivation. Business incubation has 
more recently assumed a core focus as being the primary catalyst for economic 
development brought about through the nurturing and development of SMEs within 
highly specialised incubators, such as bio-technology and ICT incubators.    
 
In the next section, business-incubator funding in the UK will be discussed.     
 
5.4.3.2 Business incubator funding 
According to Diefendorf (1997:20), business incubators in the UK were first financed 
in three ways 
 Universities, which usually provided land and support during the first few years; 
 Private sector companies, who provided land, vacant buildings and operational 
funding; and 
 Property developers and commercial banks, who provided fixed-term loans. 
 
Diefendorf (1997:24) points out that UK funding models have since changed to 
include the following: 
 The property model, which includes front-end investment covering the launch 
and operating costs of the incubator until it reaches self-sustainability; 
 The property service model, where revenue from the operation of the incubator  
is augmented with income from services delivered to SMEs to cover operating 
costs; and 
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 The venture capital model, where the incubator takes equity in high-growth 
SMEs, with the intention of cashing in the equity once the SME offers 
substantial returns. 
 
A single or mixed use of these funding models can be pursued as incubators strive 
for self-sustainability. Bayhan (2006:4) confirms that government still plays a pivotal 
role in funding business incubators, with a dedicated incubator fund to cover the 
establishment and its operational costs The significant greatest part of incubator set-
up funding comes from public sources, with remaining funding flowing in from 
European Union subsidies and funding sourced through national, regional and local 
authorities (Li, 2005:10). Figure 5.5 indicates the core sources of incubator funding in 
the UK. 
 
Figure 5.5: Sources of incubator funding in the UK 
 
Source: Adapted from Li (2005:10) 
 
Figure 5.5 confirms that public authorities are generally the largest shareholders in 
UK-based incubators. The high dependency on public finance for incubators can 
also be ascribed to the fact that the establishment of incubators attempted to 
address market failure, and to accelerate the growth of SMEs.  
 
From Figure 5.5 it can be seen that the establishment of business incubators in the 
UK was initially heavily funded by government, given the primary mandate being to 
address market failure and key dependency on the key industrial drivers such as the 
steel industry. Many funding permutations have since emerged as business 
21% 
14% 
23% 
42% 
European Union Funding
Central Government funding
Local Authority Funding
Public Funding
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incubators started pursuing sustainability, while it should be noted that government 
funding is still the major source of funding for incubator operational costs.  
 
The service mix in UK incubators will be discussed in more detail in the next section. 
 
5.4.3.3 Service mix 
According to Kmetz (2000:5-6), business incubators provide a combination of direct 
and indirect support to SMEs, including logistics and support, management services, 
training and technical support. Since UK-based business incubators serve a diverse 
range of SMEs coming from different industry sectors, they need to develop an ideal 
mix of both general and specific business-support services.  
 
According to Nolan (2003:23) and Li (2005:21), UK incubators assume a broad 
scope of service delivery beyond the incubator, and could serve as a point of referral 
for local SMEs offering services including: 
 General information and guidance; 
 Training and financial support; 
 Marketing services;  
 Supplier linkages between incubated SMEs and external businesses; 
 Linking incubated SMEs with centres of research and development (R&D); 
 Commercialising R&D; 
 Developing supply chains to promote clustering;  
 Advice and support in respect of intellectual property of the SMEs; and 
 Promoting competitiveness.  
 
Figure 5.6 indicates the mix of services listed by Li (2005:21) and Nolan (2003:23) 
offered by incubators to SMEs during the pre-incubation, incubation and post-
incubation stages. 
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Figure 5.6: Services provided by UK based incubators 
 
Source: Adapted from Li (2005:28); Nolan (2003:22)  
 
The pre-incubation phase follows a similar trend to that discussed for USA and 
China, where the bulk of the services pivot around ensuring SME readiness to enter 
the incubation programme. The SME is taken through entrepreneurial training where 
its entrepreneurial characteristics are honed and the business idea is conceptualised 
and tested. The typical SME in UK incubators is provided with resources to facilitate 
a research and feasibility study on its business concept, and this culminates in a 
business plan which is ultimately used as a means to gauge fit-for-business 
incubation (Nolan, 2003:22).  
 
During the incubation stage, the successful SMEs are provided with subsidised 
workspace from which to operate, and are assisted with demand-driven business-
development services including shared admin facilities, business planning support, 
access to finance, and SME consulting through mentoring and/or coaching (Li, 
2005:28). Aside from the direct contribution of incubators to the local economy such 
as job creation, increased revenue, and increased tax bases, they can also provide 
infrastructure which is often missing.  
 
The post-incubation stage sees continued support to SMEs beyond incubation, 
through mentoring, business linkages and provision of networking platforms. 
Pre-incubation 
• Entrepreneurial training 
• Idea generation 
• Feasibility studies 
• Business model 
development 
• Availing hot-desking and 
meeting rooms 
• Identifying resource   
needs 
 
 
Incubation 
•Provision of work space at 
subsidised rentals 
• Shared administrative services 
• Business planning 
• Access to funding 
• Enhancing investment readiness 
• Business consulting 
• Sales development 
• Intellectual property protection 
 
 
Post-incubation 
• Aftercare mentoring 
• Early growth services 
including business linkages 
• Networking and inter-
linking beyond incubation 
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According to Dee et al. (2011:31) incubated SMEs become dissatisfied with 
incubator support when the incubator service is predetermined rather than demand-
driven, depending on the changing needs of the SME clients. 
 
The above section shows that UK incubators offer the SMEs starting and growing 
their businesses a supportive and learning environment during the pre-incubation 
phase, followed by an intensive and exhaustive incubation phase where SMEs are 
provided with shared facilities and services, and the incubation process even 
extends beyond the exit of the SME from the incubator. During post-incubation, the 
SME still accesses value-adding services including mentoring and linkages through 
networking. These are clear similarities to the services offered in business incubators 
in China and the USA.  
 
In the next section the role of government in UK business incubation will be 
discussed. 
 
5.4.3.4 The role of government 
Following the May 2010 General Election, SMEs in the UK saw a different attitude to 
SME support by government. European Union funding for SME support dwindled to 
a halt after 2008 and the Regional Development Agencies (RDAs) lost just about all 
their power and responsibilities, Regional Business Links were severely reduced 
until all were wound up to be replaced by a National Call Centre and a modified 
national web-site for SME development. According to Hannon (2004:58), numerous 
business support grant schemes were administered via RDAs or Regional 
Government Offices to SMEs. In view of the changes in respect of the role of the UK 
government in supporting SMEs, it was essential to ensure a scenario of SME 
sustainability, development and growth and hence the UK government remained 
focused on enabling SME incubation (Benson, 2009:12). 
 
Business incubation has been the UK government’s primary authority on incubation, 
incubation development and good practice since 1999. It has assisted the UK 
government and regional development agencies to build a successful SME 
incubation infrastructure, and has made a significant contribution to local, regional 
and national economic growth.  
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According to Benson (2009:11), business incubators have given a success rate of 
98% of the SMEs succeeding while based in the incubator, and 87% surviving five 
years after start-up. These SMEs thus contribute to local economy through: 
 Job creation;  
 Increase in employee skills levels; 
 Local industry regeneration; 
 Increased levels of innovation; 
 Community involvement such as labour absorption or social impact; 
 Dissemination of best practice in new venture creation; and 
 Environmental awareness. 
 
UK business incubators’ focus on high-quality, professional incubation has helped a 
wide range of organisations to create the right environment for nurtured and 
supported growth, and includes university-based incubators, science parks, 
technology stations, commercial clusters and social regeneration projects. According 
to Dee et al. (2011:3), the UK government has put high-growth, innovative 
businesses at the heart of its economic agenda, and is focusing revised policies on 
strategies to support SMEs as the big businesses of the future. 
 
From the above section it can be concluded that after the considerable peak in 
business incubator construction during the past decade in the UK, the focus has now 
switched to SME development programmes rather than buildings, and on generating 
revenue streams for sustainability rather than capital funding. Business incubators 
remain as ‘hotspots’ offering solutions to the specific needs of SMEs.  
 
Business incubation in the developing countries will be discussed in more detail in 
the next section. 
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5.5 BUSINESS INCUBATION IN DEVELOPING COUNTRIES 
According to Stefanovic and Eric (2008:161), business incubators in developing 
countries are typically funded by national and local governments, whose attitudes 
towards incubation play a key role in the success or failure of incubation 
programmes. Furthermore they list additional incubation challenges in developing 
countries as including: 
 the lack of financial resources available to incubators; 
 the scarcity of qualified and experienced incubator staff; 
 the lack of partnering opportunities outside the incubator for SMEs because 
professional services are often limited to large businesses; 
 the risk-averse mindset of communities;  
 the lack of trust affecting the uptake of SME services; 
 the general business environment may be less favourable; and 
 the lack of venture capital investors. 
 
These challenges are typical of the South African incubation context, and according 
to Chandra (2007:4), Brazil experiences the same challenges owing to the extensive 
changes in their economic, institutional and financial infrastructure, especially in 
respect of market development, by embracing global competition and deregulating 
their markets in order to lessen their dependency on state support to incubation. 
According to Okpara and Kabongo (2009:7), developed and developing countries 
have recognised the importance of SMEs in generating employment and stimulating 
economic growth, hence developed and developing countries alike have focused 
their energies on nurturing them and providing strategic support for SME incubation.   
 
Business incubators in Brazil, India and South Africa will be explored in the 
developing country context. In the next section, business incubation in Brazil will be 
discussed in more detail. 
 
5.5.1 Business Incubation in Brazil 
According to Almeida, Terra and Hernandez (2011:172), the emergence of 
incubators in Brazil occurred in the 1980s during the collapse of the military 
government and restoration of the civil society which ushered in a review of public 
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policies including science and technology reforms. Herrington et al. (2009:29) rank 
Brazil among the top ten most entrepreneurial countries in the world. It has been 
estimated that SMEs account for 98% of the existing businesses, and employ about 
60% of the economically active population, while contributing 21% of the Brazilian 
Gross Domestic Product (Scaramuzzi, 2002:13). Despite this, more than 80% of 
these SMEs fail before the end of their first year, and hence the Brazilian 
government has established several programmes to support SMEs as well as to 
create incubators.   
 
According to Chandra (2007:2), the concept of SME incubation only gained true 
momentum in the early ‘90s in Latin America, with Brazil, Chile and Argentina as the 
leading SME incubation markets. Almeida et al. (2011:172) confirm that incubation 
was already thriving in Brazil by the time it began to receive notable and effective 
government support in 1998, when the Ministry of Science and Technology 
established the National Enterprise Incubator Support.   
 
In the next section the strategic focus of incubators in Brazil will be discussed.    
 
5.5.1.1 Strategic focus 
In Brazil, the strategic focus of business incubators is aimed at economic 
development, addressing market failure, job creation and commercialisation, and 
therefore the incubators entry and exit criteria are more defined and adhered to 
(Chandra & Narczewska, 2009:72–74). This is aligned to Chandra’s earlier findings 
that incubators seek to promote job creation and economic development by linking 
talent, technology, capital and know-how in an effective framework to foster new 
venture creation (Chandra, 2007:5). Almeida et al. (2011:172) add that incubators 
promote and stimulate regional development and aim to spread an entrepreneurial 
culture. Mendoza (2009:4) confirms that business incubators in Brazil focus on 
economic development, creating new jobs, marketing of research investments, 
property venture/real estate development, entrepreneurship promotion in transition 
economies, and development of export production. 
 
In the next section, business incubator funding in Brazil will be discussed in more 
detail. 
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5.5.1.2  Business incubator funding 
In the case of Brazil, a leveraged funding model is pursued with the incubator acting 
as a catalyst to unlock a variety of funders including government, universities and 
other private funders (Chandra & Narczewska, 2009:70). The incubation industry is 
well supported by Brazilian incubators which are generally linked to universities and 
funded by plural government and non-government sources. Financial support for 
incubators comes from federal government programmes such as the PNI 
(Programme for National Incubation Support) which is designed to support new 
incubator creation and the expansion of existing ones. According to Chandra 
(2007:7), the PNI programme is supported by a coalition of government, industry and 
incubator associations, such as the Brazilian Ministry of Science and Technology, 
the CNPq (National Council for Scientific and Technological Development) and 
FINEP (Financing Agency for Projects and Studies), SEBRAE (Service for Support 
to Micro and Small Business) and ANPROTEC (National Association of Incubators 
and Science Parks). InfoDev (2010:20) emphasises that the funding through 
SEBRAE, amounting to an estimated $50 million, has been instrumental in 
stimulating the creation, development and consolidation of incubators.  
 
According to Timm (2011a:63), incubators have started sourcing more innovative 
means of funding, including taking equity stakes ranging from 5% to 10% in 
incubated SMEs and accessing funding through venture capital funds such as 
Venture1, a $30 million fund established in July 2010. A review of incubator funding 
in Brazil has shown that a third of incubator funding can be attributed to various 
government sources, a further third was raised from other sources including 
universities, research and development centres, and the balance of a third came 
through own sources such as rental collection from SMEs, service fees and 
consulting fees such as training income (infoDev, 2010:21). 
 
In the next section the service mix in Brazilian business incubators will be discussed 
in more detail. 
 
5.5.1.3 Service mix 
According to Chandra and Narczewska (2009:79), the service mix is closely linked 
with the strategic agenda of the incubator, and specialised incubators are moving 
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towards a service mix which emphasises higher value-adding services such as 
networking. Almeida et al. (2011:176) state that the strength of the Brazilian 
incubators lies in their ability to create strong networks which strengthen their ability 
to offer diverse services to develop and sustain themselves and their SMEs.  
 
Figure 5.7 indicates the mix of services offered to SMEs during the pre-incubation, 
incubation and post-incubation stages. 
 
Figure 5.7: Services provided by Brazilian incubators 
 
Source: Adapted from Chandra (2007:1); Scaramuzzi (2002:14) 
 
Chandra (2007:1) emphasises that Brazil focuses more on the ‘softer’ services such 
as networking and other value-adding services, and relies less on the ‘hardware’ of 
incubation, referring to tangible services.  In Figure 5.7, the pre-incubation services 
are shown to include entrepreneurial awareness interventions such as training and 
assistance in generating business ideas.  The SMEs are also assisted to compile a 
feasibility study of their proposed business ideas. The incubation phase includes 
services consisting of two main components, namely technical support including 
strategic planning, management advice, ISO certification, marketing advice, 
technology transfer, legal advice, administrative support and training services 
including strategic management, general management, marketing training and 
project management training (Scaramuzzi, 2002:14). The most important assistance 
any business owner could receive, more than access to workspace, markets or 
Pre-incubation 
• Entrepreneurial training 
• Business idea generation 
• Feasibility studies 
• Business advice and      
referral services   
• Assistance with feasibility 
studies 
• Assistance with business   
plans 
 
Incubation 
• Provision of work space 
• Shared administrative services  
and support 
• Business planning 
• Strategic Planning 
• Management advice 
• Marketing advice 
• Training on strategic 
management, general 
management and marketing 
• Project management support 
 
 
Post-incubation 
• Mentoring 
• Advisory services 
• Access to business linkages 
• Networking support 
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finance, is the availability of quality, affordable business advice and support, and this 
is readily available to incubated SMEs in Brazil through the various programmes 
offered by business incubators, such as online business management skills-training 
programmes, technical advisory services, support with market access, and access to 
finance. According to Vanderstraeten and Matthyssens (2011:5), Brazilian incubators 
have gone the route of service standardisation, but combined with some elements 
typically attributed to a service customisation strategy. Incubator managers have 
indicated that although standard incubation procedures are followed and similar 
services are offered to all tenants, the incubator also does SME needs analyses and 
adapts its services to meet client need. The post-incubation phase includes services 
offered to SMEs once they have graduated from the incubator, and comprises 
mentoring support to SMEs, linkages to business opportunities, and invitations to 
networking events.  
 
The role of government will be discussed in more detail in the next section. 
 
5.5.1.4 Role of government 
According to Chandra and Narczewska (2009:75), the Brazilian government works 
closely with universities and industry to support incubation efforts because they view 
incubators as a tool to advance their objective of technology and social development. 
Scaramuzzi (2002:13) highlights a number of incubator support programmes that 
have been initiated by government:  
 CONTEC (Capitalisation Program for Technology Enterprises), providing equity 
funds for technology enterprises along with FINEE (Federal Investment Fund 
for New Enterprises), providing start-up capital to incubator clients; 
 FINEP (Federal Agency for Development and Innovation) and the Bank for 
Economic and Social Development providing SME loans and guarantees;  
 Banco do Brasil and SEBRAE offering microcredit finance facilities to SMEs in 
incubation; and 
 the PNI (National Enterprise Incubation Support Program), aimed at fostering 
the creation of new incubators, and the consolidation and expansion of existing 
ones. 
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According to Chandra (2007:24), apart from the financial support initiatives, the 
Brazilian government has also approved a number of laws aimed at providing an 
enabling environment for SME development including: 
 FACIL – which simplifies registration and starting  business; 
 SIMPLES – will consolidate into eight different federal, state and municipal 
taxes into a single tax; and 
 Innovation law – which legalises the commercialisation of research at 
universities. 
 
Brazil is known for its high tax burdens on SMEs and hence the promotion of 
SIMPLES was welcomed to assist in reducing the red tape and compliance barriers 
for SMEs. Mourougane (2011:16) suggest that there still remains a need to address 
the main distortions and inequities created by the tax system, and to simplify it 
further. Brazil’s indirect tax system remains burdensome owing to its fragmentation, 
complexity and ever-changing provisions.  
 
Incubators are primarily funded by government sources, and in 2009, the 
Department of Science and Technology’s Financing Agency for Projects and Studies 
approved $14 million to support 17 incubators with this funding (Timm, 2011a:63). 
The key motivation driving local and state governments to fund incubators is the 
retention of local talent necessary to drive the regional economy. According to 
infoDev (2010:12) the business incubation landscape in Brazil is now more diverse, 
with a number of varied incubation models which have evolved in response to local 
needs. According to Timm (2011a:61), incubation might be regarded as an 
expensive way to assist SMEs, but in Brazil the number of incubators has tripled in 
the last 10 years, from 135 incubators in 2000 to about 400 in 2010. Incubated SMEs 
contribute about US$250 million annually in taxes to the government of Brazil, much 
more than the US$280 million in public funds spent building incubators and 
mentoring SMEs in the last 20 years (Chandra, 2007:23).  
 
From this section it can be seen that incubation in Brazil focuses on fostering 
entrepreneurship, reducing unemployment, and transferring technology to start-up 
SMEs. Incubator funding comes primarily from government, private sector, and 
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universities, who have a vested interest in commercialising innovation. Incubator 
services are not well evolved, and mostly comprise tangible BDS. Government 
involvement was high in the initial years when incubation was still new, but it has 
subsequently diminished, although incubator funding remains their primarily means 
of involvement.  
 
In the next section, business incubation in India will be discussed in more detail. 
 
5.5.2  Business incubation in India 
India is considered the seventh largest and second most populated country in the 
world (Manjunatha & Nagesha, 2012:795). According to Menon, Bavadekar, Gupta, 
Shivaram, Prasad and Javahar (2010:105), India has an estimated three million 
SMEs, accounting for almost 50% of the country’s industrial output. This constitutes 
the most important employment creator, absorbing more than 50% of private sector 
employment. Gupta (2004:120) emphasises that the role of the government in India 
has changed from being a protector to a facilitator. Therefore it has acknowledged 
the fact that SME support demands urgent attention, and has launched a host of 
entrepreneurship development initiatives to create an enabling environment for 
SMEs. Akcomak (2009:15) indicates that most entrepreneurs in India lack the skills 
to manage a business, have problems with networking, and have significant 
challenges in securing financial resources. While financial institutions do provide 
funding, it is under stringent conditions, including high lending interest rates and a 
securitisation demand of 110% collateral. All of these challenges impede SMEs, and 
incubators could therefore be a stimulus creating a more enabling environment for 
SMEs. 
 
According to Manjunatha and Nagesha (2012:795), India has fostered a thriving 
entrepreneurship development programme through a number of institutions 
established by the government. Tang et al. (2010:9), state that the first incubators 
were established in 1982, with the establishment of Science and Technology Parks 
(STEPs) under the Department of Science and Technology. Manjunatha and  
Nagesha (2012:796) states that the STEPs were established to drive the promotion 
of entrepreneurship through interventions linked to education, research, finance, 
management and government incentives.   
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In the next section the strategic focuses of business incubators in India will be 
discussed. 
 
5.5.2.1 Strategic focus 
In Indian incubators, the key objectives are the creation of technology-based SMEs, 
facilitating technology transfer, job creation and local economic development (Tang 
et al., 2010:20). Gupta (2004:129) suggests the following key focuses of incubators 
in India: 
 SME and entrepreneurship development; 
 Technology commercialisation; 
 Providing a mechanism for interaction between academic, research and 
development institutions, industry and financial institutions; 
 Providing value-adding through its services to SMEs and existing technology-
orientated SMEs; and 
 Providing research and development for industry at large. 
 
Manjunatha and Nagesha (2012:1) and Tang et al. (2010:11) confirm the above 
strategic focuses, and add that incubators also aim to: 
 Create value-added jobs and services;  
 Facilitate transfer of technology;  
 Provide research and development support to SMEs; and 
 Promote innovation-based SMEs.   
 
From the strategic focuses listed here it can be concluded that the business 
incubators in India have been designed to usher in a high-technology industrial 
sector through inputs aimed at enhancing SME managerial and technical 
competencies, providing suitable infrastructure within which to operate, and 
providing quality BDS support to SMEs.  
 
In the next section, incubator funding in Indian incubators will be discussed in more 
detail. 
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5.5.2.2 Business incubator funding 
According to Gupta (2004:129), the Indian government is becoming increasingly 
involved with the Department of Science and Technology, supporting more than 50 
incubation centres as well as providing seed funds of up to $100,000 to each startup 
SME supported through their incubators. The Department of Information Technology, 
Ministry of New and Renewable Energy, Ministry of Small and Medium Enterprises, 
and the Department of Telecom have all started various schemes to promote 
entrepreneurship and innovation in their domains. These departments are now 
looking to scale up, and plans are being put in place to start as many as 1000 
government-supported incubators.  
 
Menon et al. (2010:152) state that the criteria for incubator funding include the 
location, the aims of the incubator, and the degree of urban and rural bias in the 
policy. Based on these criteria, government will fund as much as 100% of incubator 
funding requirements if the incubator is located in an area requiring economic 
development, and the approved budget can be provided as a grant for up to two 
years. In urban areas, only 60% of the approved budget will be provided through 
government grants, while the remaining 40% will be sourced from investors, while in 
rural areas, government grant funding could be as much as 90% of the approved 
budget, with the remaining 10% sourced from private investors.  
 
According to Timm (2011a:104-105), India has numerous secondary funding  
avenues, which fall under the Ministry of Micro Small and Medium Enterprises 
(MSME) and which form part of the country’s 11th Plan, which came into effect in 
March 2007 and runs until 2012. The most prominent of these services available to 
incubated SMEs are the following: 
 Assistance to set up or upgrade mini-tool rooms: The government funds up to 
90% of the cost of setting up a tool room within an incubator for up to 90 million 
Rupees (the equivalent of 15 million Rands);  
 Credit-linked Capital Subsidy Scheme: Launched in 2000 and revised in 2005, 
this scheme aims to help SMEs upgrade their technology by providing a 15% 
capital subsidy on loans for plant and machinery that run up to 10 million 
Rupees; 
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 ISO reimbursement scheme: reimburses entrepreneurs who apply for and 
implement ISO 9000, ISO 14001 or Hazard Analysis and Critical Control Points 
(HACCP) certifications. Enterprises can have 75% of the costs for certification 
reimbursed, up to 75 000 Rupees in each case; 
 SME Marketing Development Assistance (MDA): offers to fund up to 75% of a 
small business’s air fare for participation in overseas fairs and trade 
delegations; and 
 Under the Ministry of Science and Technology’s Department of Scientific and 
Industrial Research technology entrepreneurs can access the Technopreneur 
Promotion Programme (TePP) which offers grants of between 75 000 and 4.5 
million Rupees for creating prototypes, patenting ideas and testing new 
innovations. 
 
According to Tang et al. (2010:13), each business incubator prepares a detailed 
multi-year project proposal which is submitted to government agencies, who will 
provide support for capital expenditure and also cover operational funding for five 
years. It should be emphasised that the benchmark for self-sustainability has been 
set at five years, and attainment of sustainability milestones are measured annually 
by the National Advisory Committee.  
 
In the next section, the service mix within Indian business incubators will be 
discussed. 
 
5.5.2.3 Service mix 
According to Tang et al. (2010:18) and Menon et al. (2010:114), incubators in India 
are required to provide the following general sets of activities: 
 Assessing market potential; 
 Facilitating technology commercialisation; 
 Providing consultancy services; 
 Providing training, including short courses; 
 Assisting with technological intellectual property issues; 
 Legal and quality assurance services; 
 Assisting in obtaining official clearances; 
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 Providing shared facilities;  
 Assistance in preparing business plans; and 
 Organising and arranging technology exhibitions. 
 
In Figure 5.8, the typical services provided to SMEs located in Indian incubators in 
the pre-incubation, incubation and post-incubation phases, are depicted. 
 
Figure 5.8: Services provided by Indian incubators 
 
Source: Adapted from Tang et al. (2010:18); Menon et al. (2010:114) 
 
In Figure 5.8, the three phases of incubation are clearly displayed. The pre-
incubation phase is primarily focused on tenant identification and selection, where 
the prospective incubator client submits a business plan for the proposed venture, 
and enters into counselling sessions where the viability of the business idea is tested 
with further market research Tang et al. (2010:16). According to Kumar and Vinay 
(2010:13), the incubation phase provides a combination of tangible and intangible 
services such as mentoring and linkages to networks like academic institutions. 
Manjunatha & Nagesha (2012:4) add additional technical services such as testing 
and calibration, prototype development and quality assurance services to the suite of 
incubation services, but these are limited to the more high-tech incubators. 
 Tang et al. (2010:17), sum up the post-incubation services to include mechanisms 
of tracking the performance of SMEs beyond their graduation from the incubator. In 
addition, these services include regular visits to graduate SMEs and providing them 
with linkages and access to BDS networks. 
Pre-incubation 
• Identifying SMEs through 
business sessions and 
business plan competitions 
• One  - on - one counseling  
• Business plan development 
• Market research  
 
 
Incubation 
•  Provision of work space 
• Training programs 
• Administrative facilities 
• Shared utilities 
• Facilitating commercialisation 
• Business consulting 
• Specialist funding 
• Mentoring support 
• Networking 
 
 
 
Post-incubation 
• Facilitating networking 
sessions 
• Business linkages 
• Business support as required  
• Market exposure through 
business exhibitions 
 
 
 
 
133 
 
In the next section, the role of government in Indian incubators will be discussed. 
 
5.5.2.4 Role of government 
According to Tang et al. (2010:20), government plays a role in promoting the 
incubators, but does not have direct operational involvement. Menon et al. 
(2010:108) highlight a number of government initiatives that have been launched for 
entrepreneurship development: 
 National Science and Technology Entrepreneurship Development Board with a 
core focus on promoting entrepreneurship through science and technology; 
 The Small Industries Development Organisation (SIDO); 
 Small Industries Service Institutes (SISI); 
 Entrepreneurship Development Institute of India (EDII);  
 National Institute of Entrepreneurship and Small Business Development 
(NIESBUD); and the 
 National Small Industries Council (NSIC). 
 
Menon et al. (2010:111-112) add that the Indian government has established a 
number of Science and Technology Enterprise Parks with the primary objective of 
promoting entrepreneurship to breed a generation of technology-orientated SMEs.  
Software Technology parks were also established to boost software exports, by 
providing infrastructure facilities to high-tech SMEs where they could do research 
and software development and which could ultimately be commercialised. A number 
of technology incubators were set up by government in close proximity to research 
and development and academic institutions, so as to promote high-tech industry 
clusters (Menon et al., 2010:113). These technology incubators were established 
with the aim of providing the SMEs with all the necessary infrastructure and facilities 
to reduce the initial investment by the SME and to enhance the potential viability of 
the business.  
 
Akcomak (2009:14) adds that recent initiatives by the Indian government include: 
 Provision of incubation funds; 
 Tax exemptions for services provided by technology and business incubators; 
 Priority or preference given to incubator clients in the financial markets; and 
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 Supporting the establishment of specialised incubators in the fields of 
chemicals and biotechnology. 
 
According to Timm (2011a:108), the impact of corruption has also permeated the 
incubation sector despite the many value-adding services and programmes available 
to SMEs in India.  India was ranked 84th out of 180 countries by the Transparency 
International’s Corruption Perception Index in 2009, which confirmed that a small 
sum of money paid to an official could help solve just about any misunderstanding or 
non-compliance, and could also help buy an ISO 9001 certificate or secure the land 
needed to set up a new factory. In a 2008 survey by the business consultancy, 
Milagrow Business and Knowledge Solutions, 97% of SMEs polled had accessed 
government schemes and indicated they had been asked by officials to pay a bribe. 
 
Raghavendra (2004:170) suggests that the government’s role should be that of a 
facilitator only, providing the right framework and impetus for business incubation. 
However, the Indian government has taken a direct approach at implementation of 
business incubators, and has allocated significant funds for setting up 
infrastructures. It has the ambitious target of establishing 1000 business incubators 
in India (Tang et al., 2010:10). This is common in both China and India, where 
government assumes a direct implementation role.  
 
In the next section, business incubation in South Africa will be discussed in more 
detail. 
 
5.5.3  Business incubation in South Africa 
SMEs, like any other enterprises, tend to flourish in an environment that is 
encouraging and supportive, and thus support in the form of business incubators and 
communities of practice is crucial (Ndabeni, 2008:84). According to Buys and 
Mbewana (2007:357), South Africa first addressed business incubation through the 
Small Business Development Corporation, now known as Business Partners, when 
they established the ‘hives of industry’ in 1995. Furthermore, these hives were 
located in township areas so as to provide local SMEs with access to infrastructure 
including telecommunications, a formal address to trade from, access to suitable 
electricity supply and storage facilities.  
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Incubators evolved from hives, and are currently accommodated under the mantle of 
the Seda Technology Programme (STP) launched in 2006 as an initiative of the 
Department of Science and Technology (DST), the Department of Trade and 
Industry (DTI) and the European Union (infoDev, 2010:15). From starting with four 
pilot incubators, the sector currently has over 30 incubators throughout the country in 
the various critical sectors of the economy, including from high-tech SME incubators 
(e.g. ICT, Biotechnology etc.) to high-growth sectors like construction. While there 
are a few private sector-led incubators, most incubators are supported by the 
national government, and to a lesser extent by provincial and local governments 
(Ndabeni, 2008:89). The geographic spread and sector focus of South African SME 
incubators is shown in Table 2.2 on Page 20. 
 
The performance of the Seda (STP funded) incubators are evaluated annually and 
according to Ramluckan and Thomas (2011:20), the overall macro-indicators used to 
measure performance include the number of SMEs created, turnover of SMEs and 
employment created through incubated SMEs. In Table 5.5 the overall performance 
of STP funded incubators over the last financial year 2011/2012 are summarised. 
Table 5.4:  Key performance indicators of STP funded incubators         
Performance Indicator 2010/2011 2011/2012 
Number of SMEs established 
through incubation 
202 295 
Number of SMEs supported 
through incubators 
1479 1845 
Number of direct jobs created  893 1517 
Total number of jobs created 
(direct and indirect) 
4412 5305 
Total SMME turnover in incubators  R 169 Million R 206 Million 
Women owned SMEs assisted 35% 31% 
Black owned SMEs assisted 92% 86% 
Source: Adapted from Nel (2012:1); Seda Technology Programme (2011:14,21);                            
Seda Technology Programme (2012:14) 
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From Table 5.4 it can be seen that the STP incubators have performed well in terms 
of the key performance indicators used to gauge impact. All of the indicators have 
shown an upward trend except for the women-owned and black-owned SMEs 
assisted, which could be attributed to the STP strategy to increase their focus on 
more growth oriented businesses over the 2011/2012 financial year. According to 
Ramlucken and Thomas (2011:21), similar positive trends were observed for the 
preceding 2010/2011 financial year with increases in the number of SMEs 
established, turnover of SMEs in incubation and job creation through incubation.    
 
A number of incubator associations have been established for promoting on behalf of 
the business-incubator sector. These include the South African Business and 
Technology Incubation Association (SABTIA) established to coordinate and promote 
business incubation in South Africa and the Tertiary Education Satellite Incubation 
Programme (TESIP) focusing on providing a virtual incubation model in the tertiary 
academic sector, by creating university-based incubators (infoDev, 2010:17).   
 
Compared to other developing countries discussed here, South Africa is still 
relatively new in the business-incubation sector, but has already made great strides 
in developing and rolling out business incubators. 
 
In the next section the strategic focuses of South African business incubators will be 
discussed. 
 
5.5.3.1  Strategic focus  
Incubators have become a prominent feature in the South African business 
environment especially in the private-sector arena, with an increase in private and 
technology-based incubators (Cassim, 2001:8).  To prevent a bias towards urban 
development only, incubation projects have also included female-owned enterprises 
and disadvantaged rural communities (Atherton & Hannon, 2006:50).  Since the first 
democratic elections in 1994, the government has recognised its important role in 
creating an enabling environment for the creation and growth of SMEs. In policy 
debates held since 1994, the role of new business creation in meeting challenges of 
growth, job creation and poverty alleviation, has been emphasised (Driver et al., 
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2001:6). According to Ndabeni (2008:85), the strategic focuses of business 
incubators in South Africa include the following: 
 Technology transfer to SMEs; 
 Facilitating reduced risk and time-to-market for SMEs; 
 Improved business skills; 
 Economic development;  
 Job creation; 
 Interaction with industry players; and  
 Research commercialisation. 
 
This is confirmed by infoDev (2010:15), emphasising that the core focus of 
incubators in South Africa is to promote innovation and the creation of sustainable, 
globally competitive SMEs that can contribute to the accelerated growth of the South 
African economy and the alleviation of unemployment through job creation. Dutiro 
(2009:19) suggests that South African incubators focus on: 
 promoting economic growth;  
 sustainable employment;  
 technological innovation; 
 technology transfer;  
 increasing the competitiveness of SMEs; and  
 the economic empowerment of SMEs (specifically priority groups including 
black South Africans, women, youth and the disabled).  
 
Thus, while SMEs are viewed as vehicles to drive the economic survival of South 
Africa, there is a call for more business incubators that foster the entrepreneurial 
spirit and encourage technology transfer and, through that process, stimulate job 
creation and competitiveness of SMEs (Thomas, 1996:3). 
 
In the next section business incubator funding will be discussed in more detail. 
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5.5.3.2  Business incubator funding 
According to infoDev (2010:15), most of the South African business incubators are 
publicly supported with funding through the Seda Technology Program. The initial 
establishment of incubators was funded through a capital injection by the European 
Union during a pilot phase commencing in 1999 and spanning a period of four years. 
The initial incubator sector funding is depicted in Table 5.5: 
 
Table 5.5: Initial incubator sector funding mix in South Africa  
 
Funder 
In R (Million) 
1999 2000 2001 2002 
European Union 15 10 10 0 
Department of Science and Technology 5 12 24 24 
Department of Trade and Industry * * 9 24 
Total 20 22 43 48 
 
Source: Adapted from infoDev (2010:17) 
 
From Table 5.5, it is evident that the European Union funding of R35 million was 
structured over a three-year period from 1999 to 2001, while the DST funding 
totalling R 65 Million was spread over the duration of the pilot while DST funding of 
R33 million kicked in during 2001 with the bulk thereof, R24 million, allocated in 
2002. According to Tshabangu (2009:54) the European Union (EU) provided the 
seed capital required to roll out incubators in South Africa under the leadership of the 
Department of Science and Technology (DST) during the latter half of the 1990s. 
Timm (2011a:59) stresses that business incubators in South Africa are largely 
government funded, either at a national or provincial level, with at least four privately 
funded incubators. The choice that faces the South African government now is 
whether or not to bolster efforts in setting up more incubators, and if so, how to go 
about doing so, particularly as incubation is highly resource-intensive, requiring 
support from highly skilled mentors to assist a few, usually low-skilled SMEs.   
 
The funding model of Raizcorp, a private-sector incubator, is innovative, and shows 
how incubators could break away from government funding dependency. Raizcorp 
uses private-sector enterprise development (ED) contributions invested by private 
sector companies to fund their incubators’ operational expenses. Private-sector 
companies invest their ED spending in Raizcorp as a qualifying beneficiary 
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company, and can then claim the full value of ED spending to bolster their Black 
Economic Empowerment (BEE) scorecard (Ryan, 2012:38). 
 
There is a need for incubators in South Africa to further explore alternative funding 
models as is practised in both Brazil and India. In the next section, the service mix in 
South African incubators will be discussed. 
 
5.5.3.3 Service mix 
According to InfoDev (2010:24), the services offered by typical government and 
private South African incubators include: 
 Office space; 
 ICT services; 
 Shared workshops; 
 Business information; 
 Financial management training; 
 Linkages to finance; 
 Intellectual property and patent advice; 
 Business advice and counselling; 
 Facilitating market access; 
 Facilitating linkages between SMEs in incubation; 
 Mentoring and coaching; and 
 Networking events. 
 
In Figure 5.9, the incubator services are unpacked in respect of the three phases of 
incubation, namely pre-incubation, incubation, and post-incubation. 
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Figure 5.9: Services provided by South African incubators 
 
Source: Adapted from infoDev (2010:24) 
 
Figure 5.9 depicts a comprehensive range of services offered during the three 
incubation phases, which differ significantly from one incubator to another. During 
the pre-incubation phase most of the focus is on the screening and selection of 
viable SMEs for incubation. This includes entrepreneurial training and assisting 
potential SMEs to put together a formidable feasibility study or business plan as a 
basis for selection into incubation.  
 
As can be seen in Figure 5.9, during the incubation stage the SME is surrounded by 
a comprehensive range of business development services to assist it in starting or 
growing its small business. SMEs are allocated a full-time business advisor who 
diagnoses the business needs and facilitates the provision of needed support and 
advice during the incubation stage. The post-incubation stage is characterised by 
less tangible and more network-based support services to SMEs. In most instances 
this phase is driven by the SMEs and involves platforms for inter-trade and business 
linkages which are fostered amongst the SMEs while in the incubator, and extend 
even after they exit the incubator. 
 
In the next section the role of government will be discussed. 
 
 
Pre-incubation 
• Identifying SMEs through 
feasibility studies and 
business plans 
•Facilitating statutory 
compliance e.g. business 
registration 
• Business plan development 
• Coaching and training 
 
 
Incubation 
• Provision of work space 
• Shared administrative facilities 
• Shared IT facilities 
• Shared utilities and 
laboratories 
• Business Management training 
• Professional services e.g. legal 
and accounting 
• Mentoring support 
 
 
 
Post-incubation 
• Facilitating networking 
sessions 
• Business linkages 
• Linkages between SMEs 
• Linkages to academic 
institutions for R&D 
• Linkages to government 
incentives 
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5.5.3.4 Role of government 
According to Mahadea and Pillay (2008:431), the promotion of Small, Medium and 
Micro Enterprises (SMMEs) is critical in South Africa. In its White Paper on National 
Strategy for the Development and Promotion of Small Business in South Africa, the 
government clearly emphasised the promotion of SMMEs as a key thrust to alleviate 
unemployment and poverty. The South African government’s key instruments for 
supporting entrepreneurship and incubation specifically include the following 
(Mahadea & Pillay, 2008:431): 
 Small Enterprise Development Agency (Seda); 
 Small Enterprise Finance Agency (SEFA) ex-Khula;  
 National Empowerment Fund: 
 National Youth Development Agency (NYDA) ex-Umsobomvu Youth Fund; 
 Accelerated and Shared Growth Initiative for South Africa (ASGISA); and 
 Sector Education and Training Authorities (SETAs) 
 
The above list highlights the commitment shown by the government to promoting 
SMMEs. According to Buys and Mbewana (2007:357), the government has 
implemented technology transfer centres and manufacturing advisory centres 
(MACs) that work closely with the DTI and non-government organisations. The 
Godisa Trust has been formed to consolidate the efforts of the technology transfer 
centres and MACs to form the first specialised incubators in South Africa and had as 
its core focuses: 
 Enhancing the competitiveness, productivity and sustainability of SMEs; and  
 Inducing long-term employment, economic growth and sustainable 
development. 
 
In parallel with the Godisa initiative, the DTI also established several business 
incubators and business skills training centres to promote enterprise development, 
for example the Ntsika Enterprise Promotions Agency. In 2005 the DTI restructured 
the various enterprise development initiatives and established the Small Enterprise 
Development Agency (Seda), with its main objective to enhance the contribution of 
SMEs to the national economy (infoDev, 2010:16). In April 2006, the Seda 
Technology Programme (STP) was created through the merger of the Godisa Trust, 
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the National Technology Transfer Centre and the Technology Advisory Centre (STP, 
2010:7). With the formation of Seda, the national incubation initiatives under the DTI 
and DST started to report directly to the Seda Technology Programme (STP).  The 
core mandate of STP was to set up and ensure productive incubators and establish 
sustainable small businesses by integrating best practice learning from international 
incubators. According to Seda (2011:7) the Seda Technology Programme mission is 
to: 
 Increase accessibility to, and utility of, technology and technical support; 
 Facilitate the acquisition, development and transfer of technology to SMEs; 
 Facilitate the establishment of women-owned SMEs; 
 Promote the use of quality management systems and standards; 
 Improve SME performance and productivity; 
 Enhance SME profitability and growth; 
 Improve SME competitiveness; and  
 Reduce SME failure rates. 
 
Seda (2011:4) states that STP’s interventions lower the barriers to entrepreneurship, 
and are part of the solution to economic development and unemployment. As many 
as 80% of SMEs in Seda’s incubation programme survive beyond the first two years 
of trading, which enhances their chances of sustainability and thus emphasises the 
potential of SMEs to create employment. 
 
According to Timm (2011a:22), South Africa’s small business policies have done 
little to create effective support agencies to help  business owners to start up and 
grow their business;  added to this, awareness of many of the government’s support 
schemes also remains very low. Mahadea and Pillay (2008:447) emphasise that the 
role of government is fundamental to making the business environment an  ideal 
habitat for optimal development of SMEs in an enabling and supportive environment 
with equal opportunities, minimum legislation and regulation, together with effective 
policy interventions and visionary leadership. 
 
In the next section, the key driving forces will be summarised. 
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5.6 SUMMARY OF KEY DRIVING FORCES 
In this chapter a synopsis of the four pre-specified best practice factors influencing 
incubation in both developed and developing countries was provided, focusing on 
the USA, China, the UK, Brazil, India and South Africa. The overview for the 
developed and developing countries discussed in this chapter has shown that 
incubators in all included countries: 
 Service both start up and existing SMEs; 
 Focus on social and economic imperatives; 
 Provide pre-incubation services;  
 Provide comprehensive hard and soft business development services; 
 Have on-site management that coordinates the delivery of services; and  
 Offer post-incubation services for SMEs who graduate from the incubator.  
 
Chandra (2007:34-35) points out that the incubator processes and best practice 
factors (driving forces) in developed and developing countries have many 
similarities, but the differences are also evident at the macro level of incubation, 
which is influenced by the nature of the institutional context, for example when 
funded by government versus a private investor.  
 
Table 5.6 summarises the existence of the key driving factors discussed above, 
namely strategic focus, business-incubator funding, service mix and role of the 
respective governments as discussed in this chapter. 
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Table 5.6:   Summary of key driving factors (best practices) of incubators in developed and developing countries 
 Developed Countries Developing Countries 
Incubator Characteristics USA China UK Brazil India South 
Africa 
Strategic Focus       
 Promoting entrepreneurship and job creation X X X X X X 
 Social development  X X    
 Economic development X X X X X X 
 Promoting innovation and technology X X X X X X 
 Commercialise technology X X X X X X 
Incubator Funding       
 Public sector funding (including government) X X X X X X 
 Private sector funding (including venture capital) X X  X  X 
 University funding (primarily science parks) X X X  X  
 Own income generation  X  X X  X 
Service Mix       
 Tangible (hard) services X X X X X X 
 Intangible (soft) services X X X X X X 
 High-end value adding services X X X  X X 
Role of Government       
 Financial support to incubator programs X X X X X X 
 Favourable SME policies X X X X X X 
 Direct involvement in incubation programs  X  X X X 
 Favourable tax benefits and incentives X X X  X X 
Source: Own Construct (2012)
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Table 5.6, in summary, shows how business incubators have been established by a 
wide variety of funders, therefore it is not surprising that their missions, programmes, 
and objectives have differed substantially.  
 
From Table 5.6 it can be observed that in the developed countries, including USA, 
China and the UK, the strategic focuses are very similar, including job creation, 
economic development, commercialising technology and promoting technology and 
innovation. China differs slightly with a key incubation focus on social and cultural 
upliftment. The incubator funding stems primarily from government and other public 
sources, with the USA and UK showing more innovative hybrid funding mechanisms 
such as private-sector funding, university funding and angel investors or venture capital 
funders. Incubators in the USA and UK have also been adept at identifying sustainability 
strategies, while incubators in China remain quite heavily dependent on government 
funding.  In Table 5.6 it is noted that the services offered within incubators in the 
developed countries are diversified to include both tangible and intangible services, and 
most incubators have evolved to include specialised higher-end, value-adding services. 
The role of government in all three developed countries shows a high development of 
incubator establishment and operational funding. China shows the most dominant 
government involvement, while the UK and USA governments have slowly reduced their 
prominence over time.  
 
In the developing countries discussed in the study, India and SA, whose policies have 
made little impact on SMEs, can learn much from Brazil in the way that it devises it 
small business policies which are backed by measurable targets set by its planning 
ministry (Timm, 2011a:27). From Table 5.6 it can be observed that the strategic focuses 
in the developing countries include job creation, economic development, 
commercialising technology and promoting technology and innovation. It is notable that 
social and cultural reforms are not a key focus of incubators in these countries. 
Incubator funding is done mostly through public funders including government, with 
private funding only emerging recently (since the early 2000s) and own-income 
generation being a rare find in incubators in Brazil, India and South Africa. 
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According to infoDev (2010:12), the main focus for incubators is on the mix of services 
provided to SMEs, however, prior to a business incubator admitting an SME as a new 
client, there is often a need for a clear pre-incubation programme to support potential 
SMEs to define their business ideas and develop their plans to the point where they can 
be evaluated as a potential client. This is clearly evident in the case of all three 
countries reviewed in developing countries.  
 
According to Dee et al. (2011:38), the incubation process can affect SMEs by modifying 
or accelerating the entrepreneurial business development process. During the 
incubation phase there is a process of value-adding by providing the SME with 
credibility through association with the incubator, and access to shared facilities, 
business support and mentoring, as well as internal and external networks. It is 
essential that the incubator is responsive to the SME’s needs and provides demand-
driven services. In Table 5.6 it is observed that the developed and developing countries 
in this study, as well as the intensity and type of incubation services vary from one 
country to the next. In the developed countries there is a bias towards softer, value-
adding services such as networking, while India and South Africa are slowly 
transitioning from the harder services such as subsidised workspace rental and direct 
business development services.  
 
According to Davies (2009:9), there is a post-incubation phase where the incubator may 
not necessarily provide any intervention to the SME, but may choose to continue its 
relationship to assist and subsidise their other needs such as networks and market 
access. Following a period of intense incubation support, there needs to be a clear exit 
route for successful businesses during the post-incubation phase, which includes after-
care services that ensure a smooth transition, support for future growth, and ongoing 
backward linkages to the incubator. This was observed in Table 5.6 where all three 
developing countries were seen to provide post-incubation, although it is still not highly 
formalised. The role of government is relatively high in all three developing countries, 
with India setting the pace in respect of government reforms to create a more enabling 
SME development environment. Brazil, India and South Africa still show a high 
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dependence on government funding for incubators, and this protracts the potential for 
incubators to pursue self-sustainability.  
 
5.7 SUMMARY 
In this chapter, a global perspective of SME incubation was provided, with a specific 
review of business incubation in developed and developing countries. For developed 
countries business incubation in USA, China and the UK were included and for 
developing countries it includes Brazil, India and South Africa. For each of the identified 
countries, four driving factors for business incubation were described, namely the 
strategic focus, sources of incubator funding, the service mix and the role of 
government. A summary was provided to plot and compare the existence of the four 
driving forces in each of the countries identified in the developed and developing 
countries. 
 
In this chapter, the discussions on business incubation in the three identified developed 
countries USA, China and UK, have revealed interesting similarities and differences in 
respect of the key driving forces for business incubation. In all three instances the 
strategic focus was on job creation, fostering entrepreneurship, technology transfer, 
fostering innovation and economic development. Incubator funding in China was mostly 
top-down, with government providing the majority of funding to new incubators, while 
the US and UK showed a lot more private sector and self-driven funding. Incubator 
services were very similar in all three countries, including both tangible and intangible 
SME support services. US incubators show a lot more specialisation in respect of their 
service offerings. All three countries show significant government support of their 
incubation programmes, but China stands out as a country with strong direct 
government involvement and support.  
 
In the next chapter, a summary of the population and sample used in the study will be 
given, and the biographical profile of the selected South African incubators will be 
discussed. The biographical profile will provide information on the type of SME 
incubator, namely for-profit or not-for-profit, the geographic location of the SME 
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incubator, a description of the incubator manager (experience and key performance 
indicators) and an overview of the staff structure will be provided to highlight hierarchical 
relationships and reporting lines in the SME incubator. 
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CHAPTER 6 
BIOGRAPHICAL PROFILE OF SELECTED SOUTH AFRICAN INCUBATORS 
 
6.1 INTRODUCTION 
In Chapter 5 a global perspective of SME incubation was provided with a specific review 
of business incubation in developed and developing countries. For developed countries, 
a discussion of business incubation in USA, China and the UK was provided, while for 
developing countries it included Brazil, India and South Africa. For each of the identified 
countries the four driving factors for business incubation were described, including the 
strategic focus, sources of incubator funding, the service mix and the role of 
government. A summary was provided to plot and compare the existence of the four 
driving forces in each of the countries identified in the developed and developing 
countries. 
 
In this chapter, a summary of the population and sample used in the study will be 
described, and the biographical profile of the selected South African incubators will be 
discussed. The biographical profile will provide information on the type of SME 
incubator, that is for-profit or not-for-profit, the geographic location of the SME 
incubator, a description of the incubator manager (experience and key performance 
indicators) and an overview of the staff structure, to highlight hierarchical relationships 
and reporting lines within the SME incubator. The services provided by the incubators 
will not be elaborated on in this chapter, but will be described in detail in Chapter 7. 
 
6.2 SUMMARY OF RESPONSE RATE 
Table 6.1 shows the number of incubators per province in South Africa, as well as the 
sample interviewed for each province. 
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Table 6.1: Population and sample of incubators in South Africa 
 
Provinces 
Number of Incubators 
In SA Interviewed Government 
funded  
interviewed 
Privately funded 
interviewed 
Gauteng 9 3 2 1 
Eastern Cape 9 3 2 1 
North West 1 1 1 0 
Mpumalanga 3 2 2 0 
Free State 1 0 0 0 
Kwazulu-Natal 9 2 2 0 
Limpopo 2 1 1 0 
Northern Cape 1 1 1 0 
Western Cape 3 1 1 0 
Total 38 14 12 2 
 
In Table 6.1 it can be seen that there are a total of nine incubators located in Gauteng 
Province, four of which are located in Pretoria and five in Johannesburg. Only three 
incubators in Gauteng province were willing to participate in this research study. The 
sample selected included two government-funded incubators and one privately funded 
incubator.  
 
In the Eastern Cape there are nine incubators, with five located in Port Elizabeth, one in 
Uitenhage, two in East London and one in Mthatha.  Three incubators were interviewed 
during this study, two of which two are located in Port Elizabeth and one in East 
London. Two of these incubators are government-funded and one is privately funded.  
 
There are a total of three incubators in Mpumalanga Province, with two in Nelspruit and 
one in Middelburg respectively. All the incubators are government-funded, and only two 
were willing to participate in this study.   
 
In Kwazulu-Natal Province there are nine incubators, six of which are located in and 
around Durban, one in Richards Bay, one in Dundee, one in Port Shepstone. All nine of 
the incubators are government-funded. Two government-funded incubators were willing 
to participate in this study.   
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Three government-funded incubators exist in the Western Cape, with one located in 
Cape Town, one in George and one in Atlantis, Cape Town.  All incubators were 
approached to participate in the study, but only one government-funded incubator was 
willing to participate. 
 
There is only one government-funded incubator located in Rustenburg in the North 
West Province, and two government-funded incubators in Polokwane and Marble Hall, 
Limpopo Province. Only one incubator in North West and one in Limpopo were willing to 
participate in this study. In the Free State Province, there is only one incubator located 
in Bloemfontein, which is government funded. This incubator was unwilling to participate 
in the study.   
 
Hence the sample culminated in a total of 14 incubators spread between the Eastern 
Cape, Western Cape, Free State, Kwazulu-Natal, Gauteng, North West, Northern Cape, 
Limpopo and Mpumalanga, with a total of 12 government funded and two privately 
funded incubators included in the study.  There are a total of 33 government funded and 
5 privately funded incubators in South Africa. It must be noted that the privately funded 
incubators in South Africa were not very willing to participate in the study. The incubator 
managers who were invited to participate in the study declined because of: 
 Confidentiality agreements held with core funders; 
 Intellectual property contained within their marketing collateral; and 
 Selected portions of the interview schedule were misinterpreted to require 
sensitive financial information. 
 
In the next section the results of the biographical profile of the incubators interviewed in 
each province are discussed in more detail. 
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6.3 RESULTS OF THE GAUTENG-BASED INCUBATORS 
Three incubators in Gauteng were interviewed.  The results of the biographical profile of 
these Gauteng-based incubators are discussed next. 
 
6.3.1 Incubator A 
Incubator A is situated at Springs in Johannesburg.  It was established in 2007 and 
started operating in 2010, as a Section 21 (not-for-profit) company in the base metals 
sector. The ‘base metals sector’ refers to industrial non-ferrous metals including 
amongst others copper, lead, nickel, zinc, iron, steel, aluminium, tin, tungsten, 
molybdenum, cobalt, titanium, zirconium, manganese, beryllium, chromium, vanadium, 
gallium, hafnium, indium, niobium, rhenium and thallium. Incubator A incubates SMEs in 
the fabrication of steel, copper and zinc metal products, through the application of spin 
casting and metal sheet forming technology. It has been managed since its inception by 
a 43-year-old, Sotho-speaking man (hereafter referred to as ‘Mr A’). Mr A has no formal 
incubator management experience, but has 14 years’ working experience in the medical 
and health sector, as well as a stint in running a successful brick-manufacturing 
business. 
 
At inception the incubator manager, Mr A, was supported by a finance and 
administration manager. Figure 6.1 shows the current (2012) organogram of this 
business incubator, highlighting the four key positions as well as the hierarchical 
relationships that exist. 
 
Figure 6.1: Organogram of Incubator A 
 
 
Incubator Manager 
Finance Manager Training Manager 
Administration 
Manager 
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As can be seen in Figure 6.1, Mr A, the incubator manager, is currently (2012) 
supported by an onsite administration and financial manager and an off-site external 
training manager.  All incubation training programmes are outsourced to this off-site 
external training manager. At inception the incubator had three full-time staff members, 
but with the addition of the Training Manager, it now employs a total of four full-time 
staff members (including Mr A). It is important to note that while these positions have 
the title of ‘manager’ attached to them, the management function extends beyond the 
internal operations of the incubator to the interface and interaction with SMEs within the 
business incubator.  
 
The duties of Mr A, the incubator manager, include: 
 general management;  
 human resource management; 
 assuming final accountability for budgeting and financial management;  
 overseeing the training services provided to the SMEs; and  
 managing the key performance indicators as mandated by their core funder.  
 
These four staff members provide incubation services to the 16 SMEs located within the 
incubator.  
 
6.3.2  Incubator B 
Incubator B is situated in Pretoria.  It has been established in 2001 as a trust (not-for-
profit) in the life sciences and biotechnology sector. This sector focuses on products 
and/or services that use biological components and processes which entail the first, 
second and third generation. This allows SME clients who use relatively crude 
techniques (manufacturing of detergents) as well as those using the sophisticated 
methods (pure cell or tissue culture of organisms that have been specifically selected, 
through random cross-breeding or similar techniques for their superior production) to 
partake fully in the services of incubation. 
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Since 2011, it has been managed by a 34-year-old, Xhosa-speaking man (hereafter 
referred to as ‘Mr B’).  Prior to his appointment in Incubator B, Mr B had ten years of 
work experience including prior incubator experience in the chemicals, mining, life 
sciences and ICT incubators funded by Seda, and the food and beverage sector. 
 
At inception there were only three staff members, namely the incubator manager 
supported by a finance manager, and an administrator.   Figure 6.2 shows the current 
(2012) organogram of this business incubator, highlighting the key positions as well as 
hierarchical relationships. 
 
Figure 6.2: Organogram of Incubator B 
 
From Figure 6.2 it can be seen that Mr B, the incubator manager, is currently (2012) 
supported by an administrator, and financial and business development services 
managers. The direct service delivery to SMEs within the incubator is provided by an in-
house bookkeeper, a business advisor and a technical advisor, all of whom report 
directly to the Business Development Services Manager. 
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The duties of Mr B, the incubator manager, include:  
 Operational management; 
 Performance management and overseeing client projects; 
 Recruitment and selection of SME clients; 
 Ensuring compliance with PFMA requirements; and  
 Ensuring compliance in attaining the key performance indicators of the core 
funders and strategic partners. 
 
These seven staff members, including management, provide incubation services to 27 
SMEs located within the incubator.  
 
6.3.3  Incubator C 
Incubator C is a Johannesburg-based incubator, registered as a Section 21 company 
(not-for-profit) in 2011. The incubator is classified as an ‘accelerator’ with a primary 
focus of accelerating SME development across all industry sectors. It is managed by an 
English-speaking 52-year-old man, Mr C, who has been employed as the incubator 
manager since 2011. Prior to his appointment in the incubator, Mr C had no formal 
incubator management experience, but had more than 25 years’ working experience in 
marketing, business development and SME coaching. 
 
At inception, Incubator C had three full–time staff members, and now employs a total of 
seven full-time staff members including three specialist mentors. Figure 6.3 gives the 
current organogram for Incubator C, and shows the distinct hierarchy and reporting lines 
that exist. 
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Figure 6.3: Organogram of Incubator C 
 
 
As can be seen from Figure 6.3, Mr C is supported by an administrator, finance and 
marketing manager and three specialist mentors, each assisting the incubator clients 
with marketing, strategic planning and financial issues. All staff report directly to Mr C. 
 
His duties as incubator manager include:  
 Operations management; 
 Performance management and overseeing client projects; 
 Overseeing financial management; 
 Overseeing business development services; 
 Ensuring compliance with attaining the key performance indicators of the core 
private-sector funder; and 
 Assisting as a finance and strategic planning mentor. 
 
The team of seven staff, including the three mentors, provides direct business 
development services to the 16 SMEs who are currently in incubation. While Incubator 
C has a full-time finance manager, Mr C still assumes accountability for overseeing the 
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financial management function, as prescribed by the private sector funders. Mr C also 
stands in as strategic and finance mentor when required, for instance when existing 
mentors for these functions are over-extended.  
 
In the next section the results of Eastern Cape incubators will be described in more 
detail. 
 
6.4 RESULTS OF THE EASTERN CAPE-BASED INCUBATORS 
Three Eastern Cape incubators were interviewed.  The results of their biographical 
profile follow. 
 
6.4.1  Incubator D 
Incubator D is situated in Port Elizabeth and is registered as a section 21 (not-for-profit) 
company with specialisation in the ICT sector since 2008. This sector includes SMEs 
involved in the information, communication and telecommunication industry. Incubator D 
is managed by a 32-year-old, Xhosa-speaking man (hereafter referred to as ‘Mr D’, who 
has been employed as the incubator manager since 2011. Prior to his appointment as 
incubator manager, he did not have formal incubator management experience, but had 
nine years of work experience in the ICT industry.  
 
At inception, the business incubator employed two people, namely the incubator 
manager and administrator, but the staff complement has now increased to six 
employees. A detailed current organogram of the business incubator is shown in Figure 
6.4 which highlights the key positions in the business incubator and the hierarchical 
relationships that exist in Incubator D. 
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Figure 6.4: Organogram of Incubator D 
 
 
As can be seen in Figure 6.4, Mr D, the incubator manager, is currently (2012) 
supported by an assistant, who also acts as a receptionist, a financial manager, training 
manager and business development services manager. The direct service delivery to 
SMEs in the incubator is provided by the management team and a dedicated SME 
business advisor, all of whom report to the incubator manager. 
 
The duties of Mr D include: 
 Strategic planning and implementation;  
 Stakeholder management;  
 Donor / funder management; 
 Overseeing small enterprise development; 
 Overseeing financial management, and 
 Providing human resource management services. 
 
These six staff members provide direct business development services to 30 SMEs 
within the incubator, with 16 of these being on-site and 14 off-site.  
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6.4.2  Incubator E 
Incubator E is situated in East London and has been registered as a section 21 (not-for-
profit) company since 2002 in the chemicals sector. Incubator E has two incubator sites, 
one in East London and one in Port Elizabeth. The business incubator is managed by a 
38-year-old, Swati-speaking man (hereafter referred to as ‘Mr E’) who has been 
employed as the incubator manager since 2007. He is employed at the Port Elizabeth 
incubator but also oversees operations at the East London incubator, which was 
established in 2010. He was employed as a business development officer in the 
incubator for five years prior to his incubator management position.  
 
At inception, the incubator had a management team of three employees who supported 
the incubator manager.  All three management positions, operations manager, finance 
manager and internal auditor, are currently vacant. Figure 6.5 illustrates the current 
organogram of Incubator E, and the hierarchy and reporting lines that exist in it. 
 
As can be seen in Figure 6.5, the incubator manager is currently supported by one HR 
manager and ten other employees, while three other key positions, namely operations 
manager, finance manager and audit manager (internal) are currently vacant. 
 
In the Port Elizabeth office, Mr E has an operational team comprised of seven staff 
members, all of whom report to him directly. These include a HR manager, professional 
assistant, business development officer, finance assistant, project officer and a team of 
two project assistants who provide technical support to the incubator clients. Given the 
current vacancy existing for the operations manager in the East London office, this 
responsibility is currently assumed by Mr E until a suitable incumbent is appointed.  
The East London office employs a team of four persons who report directly to Mr E. 
These are a project officer, finance assistant, administration assistant and project 
assistant. The Port Elizabeth team provides business and technical support to 42 SMEs 
with eight located within Incubator E, and 34 located off-site. The East London team 
provides business and technical support to 26 SMEs, eight of whom are located within 
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the incubator and 18 are located off-site. This means that a total of 68 SMEs are 
currently incubated by Incubator E in its Port Elizabeth and East London sites. 
 
Figure 6.5:  Organogram of Incubator E 
 
Mr E’s duties as incubator manager include: 
 Managing the operations of the two incubator sites; 
 Ensuring that the key performance indicators of the incubator are met, as 
stipulated by the funders; 
 Managing stakeholder relations; 
 Liaising with universities and research institutions; 
 Strategic management of the incubator; 
 Maintaining oversight of financial management; and 
 Chairing the panel for the recruitment and graduation of incubator clients. 
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6.4.3 Incubator F 
Incubator F is situated in Port Elizabeth and has been registered as a Section 21 
company (not-for-profit) since 2010 in the craft and textile industry. It is managed by a 
46-year-old, Xhosa-speaking woman, hereafter referred to as ‘Ms F’, who has been 
employed as the incubator manager since 2011. Prior to her appointment, she had no 
formal incubator management experience, but had more than ten years’ working 
experience in corporate social investment, small business development and legal 
sectors. 
 
At its inception in 2010, the incubator had two staff members, namely the business 
development manager and administrator, and currently (2012) has a staff complement 
of seven members, as shown in Figure 6.6. Figure 6.6 also shows that the incubator 
manager, Ms F, is supported by a management team comprised of a business 
development mentor, finance mentor, production mentor, general development mentor 
and advanced sewing mentor. All staff report directly to the incubator manager. 
 
Figure 6.6: Organogram of Incubator F 
 
 
Mrs F’s duties as incubator manager include:  
 Strategic management; 
 Performance management and overseeing SME clients; 
 Overseeing business development services and mentoring of SME clients; 
 Financial management; 
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 Ensuring compliance in obtaining the key performance indicators of the private 
sector funders; and 
 Risk management. 
 
When established in 2002, the incubator served more as a poverty alleviation and 
livelihood development centre, but launched itself as a fully-fledged business incubator 
in 2011 under the leadership of Ms F. These seven staff members are directly involved 
in the provision of incubation services to the 15 current incubator clients (SMEs).  
 
In the next section, the results of incubators in the North West Province will be 
discussed in more detail. 
 
6.5 RESULTS OF THE NORTH WEST PROVINCE-BASED INCUBATORS 
Only one incubator in North West province was interviewed.  The results of the 
biographical profile of the incubator in the North West Province are next presented. 
 
6.5.1 Incubator G 
Incubator G is situated in Rustenburg, and was registered as a section 21 (not-for-profit) 
company in the platinum beneficiation sector in 2006. Incubator G is managed by a 37-
year-old, Zulu-speaking woman, hereafter referred to as ‘Ms G’, who has been 
employed as the incubator manager since 2012. Prior to her appointment she did not 
have formal incubator management experience, but has had more than 14 years of 
working experience in the mining industry and specifically in the platinum and coal 
beneficiation sector.  
 
Upon inception, Incubator G employed four staff members including the incubator 
manager, administrator and two business development officers. The staff complement 
has since grown to nine staff members. Figure 6.7 outlines the current organogram 
(2012) for Incubator G. 
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Figure 6.7: Organogram of Incubator G 
 
In Figure 6.7 it can be seen that Ms G is supported by a substantial management team. 
The management team comprises a production,  marketing and business development 
manager. The financial management function is currently outsourced. A support team 
comprises an administrator, supervisor, technical assistant and two business 
development officers. These nine full-time staff members report directly to the incubator 
manager.  
 
The duties of the incubator manager include:  
 Managing the operations of the incubator; 
 Ensuring that the key performance indicators of the centre are met, as stipulated 
by the funders; 
 Managing stakeholder relations; 
 Strategic management; 
 Maintaining overseeing financial management; and 
 Managing human resources. 
 
There are nine staff members in incubator G, who are directly involved in the provision 
of incubation services to the 27 current incubator clients (SMEs). The financial 
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management function relating to budgeting, monthly management accounting and 
annual accounting of Incubator G is performed by an external service provider. In the 
next section, the results of the biographical profile of incubators in Mpumalanga 
Province are discussed in more detail. 
 
6.6 RESULTS OF THE MPUMALANGA PROVINCE-BASED INCUBATORS 
Two incubators were interviewed in Mpumalanga Province.  The results of the 
biographical profile of the two Mpumalanga incubators are next presented. 
 
6.6.1 Incubator H 
Incubator H is situated in Middelburg and was registered as a section 21 (not-for-profit) 
company in 1999, in the stainless steel sector. Incubator H is managed by a 50-year-
old, Sesotho-speaking man who has been employed as the incubator manager since 
2010. The incubator manager, hereafter referred to as ‘Mr H’, did not have formal 
incubator management experience prior to his appointment, but had more than ten 
years’ working experience in the stainless steel industry. At its establishment the 
incubator had only two staff members, and has now grown to a staff complement of 
seven staff members. The organogram in Figure 6.8 outlines the staff structure, 
hierarchy and reporting lines that exist in this incubator. 
 
Figure 6.8: Organogram of Incubator H 
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As can be seen in Figure 6.8, Mr H is supported by a business manager, technical 
manager and a finance manager. Three additional professional staff includes an 
administrator, a business officer and a technical officer. 
The duties of Mr H, the incubator manager, include: 
 Strategic management; 
 Stakeholder liaison; 
 Incubator management 
 Overseeing financial management;  
 Human resource management; and 
 Growing a sustainable network of incubator branches. 
 
The six full-time staff members report directly to the incubator manager and are 
responsible to provide services to the 17 clients in the incubator. Mr H also takes 
responsibility for the financial management function and thus performs an oversight role 
to ensure that the financials are accurately reported. 
 
6.6.2 Incubator I 
Incubator I is situated in Nelspruit and has been registered as a section 21 (not-for-
profit) company since 2005 in the agricultural sector. Its primary business is to nurture 
emerging farmers in rural areas in Mpumalanga and Kwazulu-Natal. It is managed by a 
34-year-old, Tsonga-speaking man, hereafter referred to as ‘Mr I’, who has been 
employed as the incubator manager since 2009. Prior to his appointment he had two 
years of formal incubator management experience, and has had ten years’ working 
experience in the agro-processing industry.  
 
Upon inception, Incubator I started with three staff members and has grown to its 
current state where it employs 21 full-time staff members. Figure 6.9 outlines the 
organogram for Incubator I and the hierarchy and reporting lines that exists in it. 
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Figure 6.9: Organogram of Incubator I 
 
In Figure 6.9 it can be seen that Mr I is supported by a management team based at the 
Nelspruit incubator, comprised of a business development, training, financial and 
tobacco incubation manager. The support staff includes a professional administrator, a 
business advisor coordinator overseeing two business advisors, and two interns, two 
training facilitators, two contract facilitators and one tobacco mentor intern. 
 
The duties of Mr I, as the incubator manager, include:  
 Strategic planning; 
 Operational management; 
 Budgeting and financial management; 
 Mentoring of incubator clients; and 
 Overseeing business support and mentorship of incubator clients. 
 
The 15 staff members, excluding the incubator manager, who are based in the 
Mpumalanga incubator are directly involved in the provision of incubation services to the 
150 current incubator clients (SMEs) spread in the Hazyview and Malelane agricultural 
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sites. A second (virtual) incubator was launched in 2007 to break the poverty cycle and 
create employment in Kwazulu-Natal. This virtual agro–business incubator was 
established in Dundee, Kwazulu-Natal, with five full-time staff, servicing a client base of 
46 SME clients. The Kwazulu-Natal based incubator is managed by a project manager 
who is supported by two mentors and two mentor interns. 
 
In the next section the results of the business incubator in Kwazulu-Natal Province is 
discussed in more detail. 
 
6.7 RESULTS OF THE KWAZULU-NATAL-BASED INCUBATORS 
Two incubators were interviewed in Kwazulu-Natal. The results of the biographical 
profile of the Kwazulu-Natal incubators are next given. 
 
6.7.1 Incubator J 
Incubator J is situated in Durban, Kwazulu-Natal, and has been registered as a Section 
21 company (not-for-profit) since 2007 in the agricultural sector. It is managed by a 48-
year-old, English-speaking man, hereafter referred to as ‘Mr J’, who has been employed 
as the incubator manager since 2007. Prior to his appointment he had no formal 
incubator management experience, but had more than 20 years’ working experience in 
the agricultural industry.  
 
The incubator was established in Durban, Kwazulu-Natal, with three staff members, but 
now employs a total of 10 staff members, eight of whom are full-time staff.  
 
As can be seen in Figure 6.9, Mr J is supported by a management team comprised of 
two attorneys providing legal advice on tax, business development finance and legal 
matters. He is further supported by a specialist horticulturalist, a sugar-cane 
management specialist and a soil engineer. The professional team of staff includes an 
administrator and three field officers, all of whom report directly to Mr J. 
 
 
168 
 
Figure 6.9: Organogram of Incubator J 
 
 
In Figure 6.9, it can be seen that Mr J is supported by a management team comprised 
of two attorneys providing legal advice on tax, business development finance and legal 
matters. He is further supported by a specialist horticulturalist, a sugar-cane 
management specialist and a soil engineer. The professional team of staff includes an 
administrator and three field officers, all of whom report directly to Mr J. 
 
Mr J’s duties as incubator manager include:  
 General management of the incubator; 
 Overseeing financial management; 
 Business administration and reporting; 
 Funding and donor management; and 
 Ensuring compliance in obtaining the key performance indicators of the core 
funders and strategic partners. 
 
The eight full-time staff members are directly involved in the provision of incubation 
services to an estimated 102 incubator clients (SMEs) in 2012.  
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6.7.2 Incubator K 
Incubator K is situated in Durban, and has been registered as a Section 21 company 
(not-for-profit) since 2004 in the Information and communication technology sector. It is 
managed by a 46-year-old, Zulu-speaking woman, hereafter referred to as ‘Ms K’, who 
has been employed as the incubator manager since 2010. Prior to this appointment she 
had no formal incubator management experience, but had eight years’ working 
experience in the SMME development sector.  
 
At inception, the incubator had three staff members but currently (2012) employs eight 
full-time staff members. Figure 6.10 shows the organogram for Incubator K, the 
hierarchy and the reporting lines that exist there. 
 
Figure 6.10: Organogram of Incubator K 
 
 
From Figure 6.10, it can be seen that Ms K is supported by a management team 
comprised of a finance, a business and an SME programme manager. The professional 
staff team includes an administrator, a systems administrator and two SME business 
advisors. These staff all report directly to Ms K. 
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Ms K’s duties as incubator manager include:  
 General incubator management; 
 Performance management and overseeing SME clients; 
 Overseeing financial management; 
 Stimulating innovation among SMEs in the incubator; 
 Developing stakeholder relationships and liaising with existing stakeholders; 
 Managing funding streams and reporting to funders; and 
 Monitoring incubation impact and other key performance areas as prescribed by 
their core funders. 
 
Despite having a full-time finance manager, Ms K’s job description includes 
governance-related KPIs which relate to overseeing the financial management of the 
Incubator and reporting quarterly to its board of directors and funders on performance. 
The team of seven full-time staff members (excluding the incubator manager) are 
directly involved in the provision of incubation services to 54 current incubator clients 
(SMEs) 19 of whom are resident (inside incubator) and 35 are virtual tenants (outside 
incubator).  
 
In the next section, the results of incubators in Limpopo Province are discussed in more 
detail. 
 
6.8 RESULTS OF THE LIMPOPO-BASED INCUBATORS 
Only one incubator was interviewed in Limpopo, and the results of the biographical 
profile of this incubator are discussed below. 
 
6.8.1 Incubator L 
Incubator L is situated in Marble Hall, Limpopo and has been registered as a Section 21 
company (not-for-profit) in the biodiesel sector since 2005. It is managed by a 32-year-
old, Siphedi-speaking man, hereafter referred to as ‘Mr L’, who has been employed as 
the incubator manager since 2010. Prior to his appointment he had no formal incubator 
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management experience, but had seven years’ working experience in the agro-
processing and biofuel industry before being appointed at Incubator L.    
 
At inception, the incubator had five staff members, and currently (2012) has a staff 
complement of 17 full-time staff members. Figure 6.11 outlines the organogram for 
Incubator L, the hierarchy and the reporting lines that exist there. 
 
Figure 6.11: Organogram of Incubator L 
 
 
In Figure 6.11, it can be seen that Mr L is supported by a management team comprised 
of a corporate services, a technical support, a business development and biodiesel 
plant manager. The professional team of staff includes an administrator, human 
resource, finance and marketing officer, two agronomists, three business mentors, 
training coordinator, and a plant and oil press operator. These staff all report directly to 
Mr L. 
 
Mr L’s duties as incubator manager include:  
 Overseeing corporate services including HR and admin; 
 Performance management and overseeing client projects; 
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 Overseeing financial management; 
 Overseeing business development services; 
 Managing crop production with SME clients, including technology transfer, 
mentorship and coaching of SMEs (farmers); 
 Ensuring compliance in obtaining the key performance indicators of the core 
funders and strategic partner; and 
 Ensuring optimal production outputs such as seedcake, biodiesel production and 
edible oil production. 
 
Fifteen of the 17 full-time staff members are directly involved in the provision of 
incubation services to an estimated 133 incubator clients (SMEs) in 2012.  
 
In the next section, the results of incubators in the Northern Cape are discussed in more 
detail. 
 
6.9 RESULTS OF THE NORTHERN CAPE-BASED INCUBATORS 
Only one incubator was interviewed in the Northern Cape Province, and the results of 
the biographical profile of this incubator are discussed below. 
 
6.9.1 Incubator M 
Incubator M is a Northern Cape-based incubator, located in Kimberley and registered as 
Trust (not-for-profit) since 2003 in the manufacturing sector. This includes all SMEs 
across sectors who are involved in any manufacturing activity. It is managed by a 32-
year-old, Tswana-speaking man, hereafter referred to as ‘Mr M’, who has been 
employed as the incubator manager since 2010. Prior to his appointment he had no 
formal incubator management experience, but had 11 years’ working experience in the 
SMME development sector.  
 
At inception, the incubator had three staff members, but currently (2012) employs a total 
of 11 full-time staff members. Figure 6.12 outlines the organogram for Incubator M, the 
hierarchy and the reporting lines that exist there. 
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Figure 6.12: Organogram of Incubator M 
 
 
In Figure 6.12, it can be seen that Mr M is supported by a management team comprised 
of a business development manager, finance officer, incubation coordinator and site 
manager. The professional team of staff includes an administrator, two business 
advisors and two finance interns. These staff all report directly to Mr M. 
 
Mr M’s duties as incubator manager include:  
 Developing and managing strategic plans for incubator; 
 Managing administrative support to incubator clients; 
 Overseeing financial management; 
 Developing and maintaining policies and procedures for Incubator; 
 Liaising and consulting with stakeholders; 
 Overseeing business development support to incubator clients; and 
 Donor and funder management. 
 
The 11 full-time staff members are directly involved in the provision of incubation 
services to the 20 current incubator clients (SMEs). Mr M is responsible for overseeing 
of the financial management function and thus works closely with the finance officer.  
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In the next section, the results of incubators in the Western Cape are discussed in more 
detail. 
 
6.10 RESULTS OF THE WESTERN CAPE-BASED INCUBATORS 
Only one incubator was interviewed in the Western Cape. The results of the 
biographical profile of this incubator are discussed below. 
 
6.10.1 Incubator N 
Incubator N is situated in Atlantis and was registered as a section 21 (not-for-profit) 
company this year (2012) in the renewable energy sector. Incubator N is managed by a 
46-year-old, English-speaking man, hereafter referred to as ‘Mr N’, who has been 
employed as the incubator manager since inception. Prior to his appointment he was 
employed in the SMME development sector for more than 18 years, and has consulted 
and established a number of incubators.  
 
The staff complement of Incubator N is three full-time staff members, including Mr N. 
Figure 6.12 outlines the anticipated organogram for Incubator N, showing current 
positions and vacant positions that should be filled in the next six months.  
 
From Figure 6.12 it can be seen that Mr N is currently supported by an administrator 
and SME development manager. The incubator has recruited 15 Incubator clients and is 
currently providing them with pre-incubation support. 
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Figure 6.12: Organogram of Incubator N 
 
 
Mr N’s duties as incubator manager include:  
 Developing and implementing policies and procedures for the incubator; 
 Conducting pre-incubation services for the SME clients;  
 Managing the operations of the incubator; 
 Ensuring that the key performance indicators of the centre are met, as stipulated 
by the funders; 
 Managing stakeholder relations; 
 Strategic management; 
 Maintaining overseeing of financial management;  
 Leveraging diverse funding streams for the incubator; and 
 Identifying market-driven business opportunities for the SME clients. 
 
There are vacancies for a renewable energy specialist, finance manager, a business 
advisor and business mentor, to be recruited in the next six months. These six full-time 
staff members will ultimately report directly to the incubator manager, Mr N. The current 
staff of three, in Incubator N, are directly involved in the provision of pre-incubation 
services to 15 current incubator clients (SMEs). 
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6.11 SUMMARY OF BIOGRAPHICAL DETAILS OF INCUBATORS IN SOUTH 
AFRICA  
The key biographical details of the incubator managers as described in this chapter are 
summarised in Table 6.2. 
 
Table 6.2:  Summary of biographical details of SA incubator managers 
Incubator Manager Profile 
Item Description Frequency 
Gender Male 11 
Female 3 
Race  Black 11 
White 3 
Incubator managers age  31 – 35 yrs 5 
36 – 40 yrs 2 
41 – 45 yrs 1 
46 – 50 yrs 5 
51 – 55 yrs 1 
Work experience 6 – 10 yrs 5 
11 – 15 yrs 5 
16 – 20 yrs 2 
More than 20 yrs 2 
Incubator management 
experience 
1 – 2 yrs 11 
3 – 5 yrs 3 
 
Table 6.2 provides a summary of the biographical details of the South African incubator 
managers included in this study. From Table 6.2 it can be seen that 11 out of the 14 
incubator managers interviewed were male and three were female. The average age of 
incubator managers was 41 years, with the eldest incubator manager being 52 and the 
youngest 32. In terms of racial demographics, 11 of the 14 incubator managers were 
black South Africans, with the remaining three incubator managers being white South 
Africans. All the incubator managers had general work experience exceeding five years, 
but only three had more than three years of incubator management experience, with 11 
having between one and two years of incubator management experience. 
 
In Table 6.3, a summary of the SME incubator profiles included in this study will be 
provided.  
 
 
177 
 
Table 6.3: Summary of South African SME incubator profiles  
SOUTH AFRICAN SME INCUBATOR PROFILE 
Incubator Location 
(Province) 
Sector focus Form of 
registration 
Number 
of years 
existence 
Number 
of staff 
Number of 
SMEs 
incubated 
A Gauteng Base metals Non-Profit 5 4 16 
B Gauteng Biotechnology Non-profit 11 7 27 
C Gauteng General For-profit 1.5 7 16 
D Eastern Cape ICT Non-profit 4.5 6 30 
E Eastern Cape Chemical Non-profit 10 12 68 
F Eastern Cape General Non-profit 2.5 7 15 
G North West Platinum  Non-profit 6.5 9 27 
H Mpumalanga Steel  Non-profit 13 7 17 
I Mpumalanga Agriculture Non-profit 7.5 21 196 
J Kwazulu-Natal Agriculture For-profit 5 10 102 
K Kwazulu-Natal ICT Non-profit 8.5 8 54 
L Limpopo Biodiesel Non-profit 6.5 17 133 
M Northern Cape General Non-profit 9.5 11 20 
N Western Cape Green Energy Non-profit < 1 3 15 
 
In Table 6.3, the incubator reference, provincial location and sector focus can be 
observed. Out of the 14 incubators 12 are registered as non-profit entities, and only two 
are registered as for-profit entities. Four incubators (C, D, F and N) have been operating 
for less than five years, while seven have been operating for between five and ten 
years, and three have operated for more than ten years. 
 
The lowest number of staff is seen in incubator N with three staff members, and the 
highest number of 27 staff is found in Incubator I. The average number of SMEs in 
incubation programmes is 53, with the highest number of SMEs in Incubator I at 196 
SMEs, and the lowest number of SMEs in incubation, 15 SMEs, in Incubator N.  
 
6.12 SUMMARY 
In this chapter a biographical profile of the selected South African incubator managers 
was provided, as well as a profile of the fourteen SME incubators. These were 
discussed in detail and summarised in Table 6.2 and 6.3. 
In the next chapter the best practice results which emerged from the interview 
schedules administered in the incubators, will be discussed.   
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CHAPTER 7 
ANALYSIS OF RESULTS OF SELECTED INCUBATORS BEST PRACTICES 
 
7.1 INTRODUCTION 
Chapter 6 was structured by a discussion of the profile of the incubators in respect of 
the type of registration of the incubator, whether not-for-profit or for-profit. The 
biographical profile of the incubator manager was indicated as well as the biographical 
profile of the incubator. It was outlined in terms of the date of establishment and the 
specific industry sector focus. The staff complement of the incubator was outlined along 
with positions in place and vacancies which existed. An organogram was shown for 
each incubator as well as the hierarchical relationships which existed in the incubator. 
The incubator managers’ key performance areas were discussed, as well as the 
number of SMEs in incubation versus the number of staff employed in the incubator. 
 
In the present chapter, the results of the 14 qualitative interviews conducted with 
incubator managers on the four best practice areas (strategic focuses, sources of 
funding, services offered and role of government) as explored in the interviews will be 
presented. The results of the each of the best practice areas will be individually 
presented first by indicating the emerging themes and subthemes that have been 
identified when comparing the results of the 14 interviews using the constant 
comparison data analysis method.  Thereafter an interprovincial comparison will be 
made of the best practice areas to identify differences and similarities in the provinces in 
terms of the four best practice areas.  A comparison will also be made between 
government-funded and private-funded incubators with regard to the best practice 
areas.   
 
In the next section, the results relating to the strategic focuses of SA incubators will be 
discussed in more detail. The strategic focuses will be discussed in relation to the 
vision, mission and objectives of the incubators. The vision will focus on what the 
incubator intends to achieve, while the mission will include how the incubator intends to 
achieve its vision. The objectives will include the tangible and measurable milestones 
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the incubator has to attain in pursuit of its vision and mission. A number of generic 
objectives emerged during the interviews, and these will also be discussed.  The results 
of the first best practice, namely strategic focus of incubators, follows. 
 
7.2 RESULTS OF THE STRATEGIC FOCUS OF INCUBATORS 
The results of the qualitative interviews on the strategic focuses of the SA incubators 
are elaborated on in the next sections. The strategic focuses were explored in terms of 
the vision, mission and objectives of the interviewed incubators. It was clear when 
analysing the results that the incubators had different strategic focuses and that these 
were to a large extent dependent on the sector they served or the economic activities 
they engaged in, as well as the incubator location within a province. 
 
7.2.1 Results of the visions of incubators 
Table 7.1 shows a condensed summary of the 12 themes which emerged when 
comparing the results of the 14 incubators interviewed specifically on their visions. A full 
discussion of the results of the interviews with the 14 incubators follows after the 
summary. Table 7.1 only summarises the findings in terms of the themes identified, and 
which specific incubators provided information on each theme. 
 
Table 7.1: Summary of the results of the visions of incubators 
Themes  Incubators 
Promote establishment of SMEs in specific sectors A, B, D, E, G, I, J, K, L  
Foster entrepreneurial development All 14 incubators 
Provide a safe environment and infrastructure for new businesses E, F, G 
Promote socio-economic development A, B, C, D, G, J, K, L 
Promote broad based black economic empowerment (BBBEE) E, J, K, L 
Facilitate access to markets and market linkages  A, B, E, K, N 
Foster job creation  A, C, G, J, M, N 
Promote competitiveness  J 
Promote innovation and collaboration K  
Facilitate supply chain development  A, B, J, K, L 
Alleviate poverty A, N 
Commercialisation of SME products and services A, B, G, I, J, N 
Key: Gauteng: A,B,C   Eastern Cape: D,E,F   North West: G   Mpumalanga: H,I  
Kwazulu Natal: J,K  Limpopo: L     Northern Cape: M  Western Cape: N 
 
A brief discussion of the 12 emerging themes indicated in Table 7.1 follows. 
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7.2.1.1  Promoting the establishment of SMEs in specific sectors 
Incubator A was established with the strategic focus of promoting the establishment of 
SMEs in the base metals sector through skills development and value creation of SMEs 
working with copper and zinc. Incubator B mentioned that they were established to 
support the establishment of SMEs in the bioscience and biotechnology sector.   
 
Incubator D focuses on establishing and growing SMEs in the downstream chemical 
sector. It facilitates the commercialisation of SMEs in the chemical sector and this 
includes the actual introduction of the product or technology into the market. 
Considerable effort is provided by this incubator in assisting SMEs with product 
launches, marketing, promotion, distribution and sales, and the end result of their 
incubation process is to ensure that the SME can meet demand and that the 
commercialisation business or entity is sustainable. These SMEs typically include paint 
manufacturing businesses, cosmetic and detergent manufacturers.  
 
Incubator E and Incubator K were established to develop and support SMEs in the ICT 
sector. Both Incubators E and K highlighted the role of ICT in the SA economy, and 
mentioned that since the advent of computers, the opportunities for economic 
development with ICT have been clearly evident.  ICT can contribute to economic 
growth in a number of ways including enabling ICT goods and services to contribute to 
an economy's aggregate value; ICT capital investments can help to increase 
productivity and efficiency; ICT can be employed to improve on the production 
processes across all industry sectors and can improve on the development and delivery 
of educational content. Hence these incubators have a clear focus on establishing and 
nurturing ICT SMEs to stake their claim in providing services to and improving 
effectiveness of stakeholders in the SA economy. 
 
Incubator G was established with a primary focus on creating and supporting SMEs in 
the precious metals sector, for instance, beneficiation of platinum. Incubator I was 
established with the strategic focus of promoting agricultural businesses.  Their main 
focus was to add value to agricultural businesses through training. It is also a registered 
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Further Education and Training College and provides accredited New Venture Creation 
and agricultural training programmes to their incubator clients including learnerships in 
fruit packing and grading, plant production and animal production. This incubator 
supports SME farmers producing bananas, litchis, tobacco, citrus fruit and grapes. 
 
Incubator J was established to support emerging sugar cane farmers. It was 
emphasised that their main focus was to establish and nurture emerging farmers for 
commercialisation of their farming produce, and to render them internationally 
competitive.  
 
Lastly, Incubator L was established to create and support SMEs to enter the commercial 
biofuel production value chain. This incubator focuses primarily on SMEs involved in the 
production of biodiesel. Biodiesel is a diesel fuel substitute produced from renewable 
sources such as vegetable oils, animal fats, and recycled cooking oils, and is typically 
produced through the reaction of a vegetable oil or animal fat with alcohol (methanol or 
ethanol) in the presence of a catalyst, to yield glycerol and biodiesel (chemically called 
methyl or ethyl esters). Incubator L is thus incubating a number of agribusiness 
enterprises/emerging farmers who form a primary base for the supply of feedstock 
(sunflower and soybean) into the biodiesel plant, and assist the SMEs to do both 
rotational crop production and intercropping as a way of ensuring food security. 
 
According to Nattrass (2011:638), the current focus on job creation in SA, specific 
sectors have been identified as high-growth sectors for job creation under the New 
Growth Path, set in motion in 2011. This plan seeks to maximise job creation in the 
economy, by promoting and supporting industries and sectors that can drive job 
creation such as the ones discussed above, which include agriculture and agro-
processing, mining and beneficiation, manufacturing including the chemicals industry, 
the ‘green economy’ and tourism. Hence the incubators discussed above have common 
strategic focuses of establishing SME enterprises in specific industry sectors which 
were identified as ‘job drivers’ in the New Growth Path. 
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In the next section, entrepreneurial development will be discussed as an emerging 
theme as well as the sub themes which emerged when interviewing incubators in 
respect of their vision and mission. 
 
7.2.1.2   Entrepreneurial development 
Entrepreneurial development was a common theme in most of the incubators included 
in the study.   Incubators A, B and C confirmed that all three of them included 
entrepreneurial development services as part of their vision and mission. In Incubator A, 
an emphasis was made on the provision of skills development and mentoring of SMEs 
in the base metals sector. In Incubator B the entrepreneurial development was focused 
on fast-tracking the sustainability of SMEs through the provision of value-adding 
services. In Incubator C, one of the for-profit Incubators interviewed, entrepreneurial 
development was focused on guiding SMEs to profitability through focused mentoring 
interventions.  
 
Incubator D indicated that it provides entrepreneurial development by providing clients 
with comprehensive services and support, which entail physical office space, business 
mentoring and coaching services, clustering and networking opportunities, and in 
addition facilitates skills development.  
 
Incubator E highlighted the provision of technology and entrepreneurial training and 
access to infrastructure support to SMEs in the chemicals industry. Similarly Incubator F 
provided entrepreneurial development services though focused SME business, 
technology and infrastructure support services.  
 
Incubator G indicated that they provide entrepreneurial development by assisting SMEs 
with business support in terms of access to markets, shared tooling and equipment, 
office infrastructure, training and mentoring.  
 
Incubator H and I both indicated providing entrepreneurial development through 
mentoring and the provision of services to SMEs to empower them to be more 
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professional and profitable. Incubator I mentioned that they have established a full-
service Further Education and Training (FET) college to develop SMEs in incubation, 
and that their entrepreneurial development services also extend beyond the incubator to 
the surrounding communities through a mobile office providing outreach services.  
 
Incubator J focuses their entrepreneurial development on stimulating innovation in the 
agricultural sector, and they also mentor SMEs to become more profitable.  
 
Incubator K provides entrepreneurial development support to SMEs in the information, 
communication and telecommunication (ICT) industry with specific focus on stimulating 
innovation in SMEs in the ICT sector. It must be noted that the wireless broadband and 
related industries could generate 1.8% of GDP (R 72 billion) by 2015 and about 28,000 
jobs, plus further jobs outside the industry (Broadband Commission, 2012:78). Hence, 
the ICT sector is seen by government to have great job creation potential, and therefore 
this incubator empowers developing entrepreneurs (SMEs) in the ICT sector on how to 
formalise their businesses, improve management capabilities, and develop business 
systems and procedures to ensure that a quality product or service is offered, costs are 
contained and resources are utilised effectively.  
 
In Incubator L, entrepreneurial development is central to their mission and includes 
training and mentoring to render the SMEs commercially viable and able to exploit 
opportunities in the biodiesel value chain.  
 
Incubator M indicated that they develop SMEs in the manufacturing and retail sectors 
through training, market access support and other business development services.  
 
Incubator N indicated that they have a specialised focus on developing new SME 
entrants in the renewable energy sector.  Their focus is on empowering entrepreneurs 
in the renewable energy sector to manage profitable businesses. The Western Cape 
Department of Economic Development, in partnership with the City of Cape Town, have 
established a renewable energy manufacturing hub in Atlantis thanks to the 
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opportunities emanating from the large-scale deployment of renewable energy in SA, a 
significant proportion of which the Western Cape would receive (Luhanga, 2012:1). This 
could have been the motivation for the vision and mission of this incubator. 
 
From the above it is evident that all incubators interviewed have entrepreneurial 
development as the core of their vision and mission, and that they all provide different 
services to facilitate the development and growth of incubated SMEs. According to 
Booz-Allen and Busler (2012:249), business incubation is beneficial to the creation and 
sustainment of start-up businesses and provides them with the assistance and support 
they need to grow.  The services offered in entrepreneurial development deserve more 
emphasis, and will be discussed in more detail in the latter part of this chapter. 
 
In the next section, the provision of workspace and shared facilities and resources will 
be discussed as an emerging theme, as well as the sub themes which emerged when 
interviewing Incubators in respect of their vision and mission. 
 
7.2.1.3  Provision of workspace and shared facilities and resources  
Three incubators indicated that they had a specific focus on providing workspace for 
incubated SMEs. As much as this is central to business incubation, it was interesting 
that only three out of the 14 incubators interviewed mentioned this as part of their vision 
and mission.  
 
Incubator E highlighted that they provide SMEs with access to appropriate workspace, 
infrastructure and technology to improve their business operations. Another Eastern 
Cape Incubator, Incubator F, also indicated that they provide a hub in which SMEs are 
located and are surrounded by business development and technical support. They 
emphasised the importance of having the SMEs in close proximity so as to monitor 
business improvement and to provide a hands-on approach to supporting the incubated 
SMEs.  
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Incubator G specified that it provides access to workspace, office space and shared 
machinery to SMEs in incubation. Furthermore, the participant highlighted that it boasts 
state-of-the-art equipment necessary to manufacture platinum jewellery, which 
otherwise might prove too costly for an individual or a small start-up SME business to 
afford or have access to. SMEs have access to this machinery, as well as the centre 
infrastructure, equipment and facilities in order to undertake complex tasks and deliver 
quality orders on time.   
 
From the above it was seen that a select few incubators deemed the provision of shared 
workspace, facilities and resources for SMEs an important part of their vision and 
mission. 
 
In the next section, socio-economic development will be discussed as an emerging 
theme, as well as the sub themes which emerged when interviewing incubators in 
respect of their vision and mission. 
 
7.2.1.4  Socio-economic development 
Out of the 14 incubators interviewed, 9 indicated socio-economic development as part 
of the vision and mission. These will now be discussed in more detail.  
 
All the Gauteng-based incubators, Incubators A, B and C, indicated that they provide 
socio-economic development services. Incubator A indicated that they provide business 
skills training courses to the community surrounding the incubator, and where SMEs did 
not meet the entry requirements for business incubation, they would still enrol these 
SMEs in new venture creation courses at a local FET college as part of their socio-
economic development campaign.  
 
Incubator B mentioned that their incubator management volunteered their time and 
expertise in local NGOs and Community Based Organisations. Incubator C also focuses 
its socio-economic development on volunteering management expertise to local NGOs 
who provide educational and business skills services in the community in which the 
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incubator is located. They have also established a Local Economic Development (LED) 
programme with job creation for impoverished communities as its primary objective.  
 
Incubator D indicated that they support a number of corporate social investment 
projects such as funding local schools and providing business skills training in the local 
community, and that they are pro-active in running community-based projects which 
could provide job creation and income generation.  
 
In incubator G poverty alleviation was mentioned as their primary socio-economic 
initiative. The communities surrounding the incubator have been targeted with training 
programmes to promote entrepreneurship as a means of self-employment. Both of the 
incubators located in Kwazulu-Natal indicated an active role in socio-economic 
development, with Incubator J pledging time and effort in assisting SME farmers in 
increasing their yields to at least 10% above industry norms, so as to create short-term 
employment during sugar-cane harvests. Incubator K have partnered with local schools 
and share their management team and expertise to provide technical support and 
troubleshooting assistance with their ITC requirements.  
 
Incubator L indicated that they pursue a three-pronged approach to socio-economic 
development, namely community development and upliftment, poverty alleviation 
programmes and job creation campaigns. Incubator N shared similar socio-economic 
development initiatives as Incubator L and also indicated that they provide business 
support to SMEs outside of the incubator, so as to ensure that they continuously 
develop new prospects for incubation. 
 
Hence socio-economic development is quite common in South African incubators, and it 
is possible that this could be linked to the fact that many of the incubators who were 
interviewed are also non-profit in nature and also tend to strive for social impact  where 
the incubators look beyond profitability and plough surpluses (if any) back into the 
operations of the incubator or to service the business development services of 
surrounding communities. Nel (2012:1) states that in SA, business incubation could be 
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a very powerful tool to achieve important current economic and socio-economic policy 
requirements. 
 
In the next section, broad based black economic empowerment (BBBEE) will be 
discussed as an emerging theme, as well as the sub themes which emerged when 
interviewing Incubators in respect of their vision and mission. 
 
7.2.1.5  Promoting broad based black economic empowerment 
From the interviews held with the 14 incubators, four incubators indicated that they 
promote and facilitate black economic empowerment as part of their vision or mission. 
According to the Department of Trade and Industry (2005:18), Broad Based Black 
Economic Empowerment (BBBEE) is a programme launched by the SA government to 
redress the inequalities of apartheid by giving previously disadvantaged groups of SA 
citizens including black Africans, Coloureds, Indians and Chinese, access to economic 
privileges previously not available to them. BBBEE includes measures such as 
employment preference, skills development, black ownership, black management, 
socio-economic development, and preferential procurement.  
 
Incubator E mentioned that they are a principal agent in establishing black-owned SMEs 
in the chemical sector, and strive to significantly increase BBBEE and transformation in 
this industry.  
 
Both incubators based in Kwazulu-Natal promote black economic empowerment, and 
Incubator J specified that their mission includes facilitating opportunities for black SMEs 
to own internationally competitive sugar-cane farming businesses. Incubator K indicated 
that their vision includes transforming the SA ICT sector by growing the base of black-
owned and managed ICT SME businesses.  
 
Incubator L has as one of its focuses the establishment and development of black 
farmers in the biodiesel value chain. They stated that they actively promote and support 
black farming SMEs to become viable producers in the agribusiness sector.  
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From the above it can be seen that incubators have a valuable role to play in promoting 
and facilitating black economic empowerment. 
 
In the next section, the role of incubators in facilitating access to markets and market 
linkages will be discussed as an emerging theme, as well as one of the sub themes 
which emerged when interviewing Incubators in respect of their vision and mission. 
 
7.2.1.6  Facilitating access to markets and market linkages 
Incubator A indicated that they actively support SMEs in the base metals industry, to 
access new markets by linking them to larger enterprises for trading opportunities. 
Incubator B stated that they facilitate productive linkages between SMEs involved in 
biotechnology enterprises and the commercial, pharmaceutical and agricultural sector 
which gives rise to new business opportunities. Incubator E facilitates linkages between 
local SMEs and larger local, national and international companies for possible market 
opportunities. SMEs under incubation are promoted at trade shows and international 
exhibitions, where their products are showcased and which often gives rise to enquiries 
and orders.  
 
Incubator K actively links SMEs in ICT businesses with telecom service providers and 
various telecom equipment and software providers. These local and national companies 
provide the incubator clients with contracts for software design and development of 
applications. The local business community in Kwazulu-Natal is also called upon 
through regular participation in exhibitions and tradeshows, where the SMEs are 
showcased as potential suppliers and service providers who can create, install, maintain 
and repair ICT infrastructure.  
 
Incubator N indicated that they proactively seek potential market opportunities with 
national and international companies for their SMEs. The renewable energy cluster 
which is driven by the City of Cape Town and the Provincial Government of the Western 
Cape, has also opened opportunities for them to lobby on behalf of their SMEs for 
market opportunities, for instance the roll out of the Eskom campaign to replace existing 
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residential and industrial lights with more energy-efficient Compact Fluorescent Lamp 
(CFL) or Light-Emitting Diode (LED) lighting. These types of opportunities create both a 
demand for inputs such as components for renewable energy products, and the 
assembly of the products and their installation. 
 
It was worth noting that only 5 out of the 14 incubators indicated that they facilitate 
market access on behalf of their SME clients. With preferential procurement as one of 
the key pillars of the BBBEE scorecard, more incubators are likely to start focusing on 
pursuing market opportunities for the SME clients, as larger companies are under more 
pressure to procure goods and services from SMEs.  
 
In the next section, the role of incubators in fostering job creation will be discussed in 
more detail. 
 
7.2.1.7  Fostering job creation   
Incubator A indicated that SMEs in the incubator are assisted to grow their businesses 
by increasing their turnover and asset base, and in so doing, also to increase their 
labour absorption capacity. Incubator C also mentioned that the improvement of SMEs 
is monitored and measured regularly to gauge the increase in productivity and turnover. 
The incubator actively monitors business improvement in SMEs in order to enhance 
their job creation potential.  
 
Incubator G indicated that they actively promote job creation in the jewellery 
manufacturing sector, since the incubator absorbs the risk involved in starting up new 
SME businesses and accelerates their sustainability and job creation ability.  
 
Incubator J in Kwazulu-Natal indicated that owing to their incubation efforts, the average 
turnover of each farmer in the incubator has increased from R 116 000 to   R 214 000 
over the past four years, with an annual production yield of 67 344 tons of cane. The 
increase in turnover and the increased production yield of the incubated SMEs have 
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resulted in direct employment of 225 people, and have also created over 11 000 casual 
and seasonal job opportunities.  
 
Incubator M pointed out that job creation was a key component of their vision and 
mission because of the high levels of unemployment in the Northern Cape, and stated 
that the incubator actively supported SMEs in the manufacturing sector since this sector 
is deemed a high probability job driver in the New Growth Plan. They also indicated that 
by improving the local SMEs they have been able to create more than 350 jobs in the 
past year.  
 
Incubator N indicated that the area in which the incubator is located is significantly 
depressed economically, and hence job creation is a key part of its vision and mission 
as well as ensuring that sustainable jobs are created.   
 
With six out of the 14 incubators indicating their role in fostering job creation, it is 
evident that incubators are making a valuable contribution in this area. Apart from the 
self-employment opportunities created through SME incubation, the incubators 
accelerate the SME start-up and development, and improve their turnover and asset 
base, at the same time increasing their ability to create additional jobs.  It is for this 
reason that the Minister of Trade and Industry has recently announced that it will need 
to double the number of business incubators in South Africa to increase support to 
SMEs (Davies, 2012:1).  
 
In the next section the promotion of competitiveness in incubators will be discussed in 
more detail. This emerged as a theme when analysing the vision and missions of 
incubators. 
 
7.2.1.8   Promoting competitiveness 
Only one incubator, Incubator J, indicated that it promotes international competitiveness 
amongst its SME clients. Being in the agricultural sector, most of these SMEs are 
dependent on export sales, hence the need to be able to compete internationally. This 
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incubator mentioned that they facilitate a process of diversifying the farming SME 
markets to the extent that as much as 50% of the sugar yield from the cane is exported 
rather than being sold in local markets. This was achieved through improving production 
processes, using technology in mapping production yields, and introducing new farming 
methods. Timm (2012:9) points out that the Malaysian government has shown that the 
deployment of incubators fosters certain high-tech sectors and improves the 
competitiveness of SMEs. 
 
In the next section the promotion of innovation and technology in Incubators will be 
discussed in more detail. 
 
7.2.1.9 Promotion of innovation and technology  
Only one incubator, Incubator K in Kwazulu-Natal, indicated that it promotes innovation 
and technology among its incubated SMEs. They indicated that they have partnered 
with ICT system providers and manufacturing companies to provide direct support such 
as training and technology transfer to SMEs. While it was not  mentioned as part of their 
vision and mission, some other incubators including Incubator A in Gauteng, Incubator 
D in the Eastern Cape and Incubator L in Limpopo, also indicated that they promote the 
use of technology by SMEs by providing shared tooling facilities and laboratories, or 
assist SMEs in accessing technology for use in their enterprises. According to Mahadea 
and Pillay (2008:434) incubators play an important role in promoting innovation; the 
outcomes of that include introducing new products or services in SMEs in new and 
existing markets, developing new SMEs competing in new ways, and using new 
production functions and technology in creative ways.  
 
In the next section the facilitation of supply chain development will be discussed in more 
detail. 
 
7.2.1.10  Facilitation of supply chain development     
Five of the 14 incubators indicated that they assist in the facilitation of supply chain 
development.  According to infoDev (2011b:30) incubators provide essential supply 
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chain support services to their clients, including marketing, value-added services such 
as packaging, order processing, logistics and cash management. 
 
Incubator A indicated that they have analysed the supply chain in base metals, and by 
identifying all of the players in the supply chain they have identified potential gaps and 
opportunities which could be filled by their SMEs. They have established a network of 
credible SMEs who are marketed to participate in available value chains. 
 
Incubator B also indicated that they add value to the biotechnology value chain, and 
specifically mentioned that this is a slow process seeing that it could often take as much 
as seven to eight years to assist an SME from proof of concept stage to 
commercialisation of their new product into the supply chain. Hence the incubator 
fostered close ties with the local university (University of Witwatersrand) to remain 
abreast of changes in the biotechnology sector and to ensure the fit and relevance of 
new products in the supply chain.  
 
Incubator J, with its focus on the agricultural sector, indicated that they analyse the 
sugar-cane supply chain, and that they provide SME support at all levels of the chain.  
 
Incubator K in Kwazulu-Natal mentioned that the mix of SMEs in incubation 
necessitates that the incubator analyses and develops the ICT supply chain because 
their SME clients range from low-skill, low-value enterprises to high-skill, high-value 
enterprises in high demand by both local and international clients.  
 
Incubator L also indicated that they actively promote the establishment of new SMEs in 
the biodiesel supply chain, extending from the support provided to farmers growing their 
operations to the actual processing of the farmers’ proceeds to generate biodiesel.  
 
From the above, it can be seen that supply chain development is an important theme 
that emerged from the analysis of the vision and mission of incubators. 
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In the next section the poverty alleviation role of incubators will be discussed in more 
detail. 
 
7.2.1.11    Poverty alleviation by incubators 
Incubator A indicated that they focus on providing poverty alleviation programmes such 
as skills development training and entrepreneurship awareness programmes for SME 
development in the Ekurheleni area.  
 
Incubator N finds itself in an economically depressed community. They mentioned that 
Atlantis has a population of approximately 70 000, with almost 40% of the population 
under the age of 18 years. According to the incubator manager, a third of the population 
comprise young adults aged 18-34 years. Only 0.3% of the population has progressed 
beyond matric, and the generally poor educational attainment has fuelled the high and 
rising unemployment, estimated at 35%. The unemployment rate and resultant poverty 
levels were caused by mass disinvestment by various national and global companies 
from Atlantis when the once-favourable investment incentives were discontinued in the 
early 1990s. The incubator was established as a result of the Green-Cape Initiative, to 
start a green technology manufacturing hub in Atlantis.  
 
According to Luhanga (2012:1), the Green-Cape initiative was based on the opportunity 
emanating from indications that the national government was planning to procure large 
quantities of renewable energy from independent power producers. Hence the incubator 
was established to facilitate the development of SMEs in the renewable energy sector, 
to start positioning themselves to benefit from the employment and procurement 
opportunities that would arise, and in so doing, will tackle the adverse poverty rates in 
Atlantis. 
 
In the next section, the commercialisation of new technology by Incubators will be 
discussed in more detail. 
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7.2.1.12    Commercialisation of SME products and services   
Six of the 14 incubators indicated that they actively assist SMEs with the 
commercialisation of their products and services.  According to Jordan (2010:3), the end 
result of commercialisation is the availability of the innovation (product or service) which 
has to be exploited for profit, which creates both jobs and wealth. Incubator A indicated 
that they assist SMEs in commercialising their products and services in the base metals 
industry, by providing them with relevant technology to improve their business and to 
speed up the process of taking products to market. The incubator assists the SME in 
matching its products and services to business and market opportunities, and by 
facilitating tender opportunities when these are advertised.  
 
Incubator B mentioned during their interview that they have a sequence of events that 
lead to commercialisation as part of their incubation process. They embark on a detailed 
process of facilitating piloting of the product (proof of concept) in the market and 
assisting the SME with quality testing, registration of trademarks or patents if applicable, 
and then proceeds with fund raising to commercialise the product or service.  
 
Incubator G indicated that they assist SMEs with technology transfer, to accelerate 
commercialisation of their products or services. They further indicated that they facilitate 
market research and market development planning on behalf of the SMEs to assist 
them in positioning their product in the market.  
 
Incubator I mentioned that they assist farming SMEs with innovative farming techniques 
and mechanisation as a means to facilitate commercialisation of their produce. Where 
feasible, the production cycle is reduced through hydroponic farming methods, and 
hence the time-to-market is significantly reduced. According to infoDev (2011a:5), 
agribusiness incubation assists in accelerating commercialisation and modernisation of 
agriculture to develop a competitive agribusiness sector in developing countries. 
Incubator J also indicated that they assist farming SMEs with systems for open-field 
hydroponic and production systems. It was highlighted that hydroponics is an 
environmentally friendly technology used for growing any produce using balanced 
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nutrition in a scientific way. They further explained that hydroponics is a soilless culture 
technology that not only supplements but also complements normal soil cultivation, and 
that one hectare of a hydroponic farm can produce 200-300 tonnes of vegetables per 
year (five to 10 times more than the yield of any commercially grown crop in open 
fields). The incubator also assists the SME farmers to market their produce to both 
regional and national fresh produce markets, and where financially viable, they also 
assist with produce exports.  
 
Incubator N, with its focus on the renewable energy sector, mentioned that they are 
pursuing ‘greenfield’ projects with their SMEs, including manufacturing of components 
for phyto-voltaic units, LED and CFL lighting components, and LED diodes for use in 
television sets and monitors. They have made linkages with some of the major 
manufacturers to source these components from the Atlantis-based SMEs in the 
incubator. 
 
From the above section, the importance of incubators in commercialising the products 
and services of SMEs can be clearly seen. Incubators facilitate improved productivity 
levels in SMEs, they ensure that the quality of products and services are of acceptable 
levels, assist in matching the products and services to local, national and global 
markets, and provide linkages for the protection of the intellectual property of the SMEs 
where required. 
 
In the next section, the findings of this section will be analysed by providing a provincial 
comparison of the vision and mission of the incubators interviewed. 
 
7.2.2  Provincial comparison of incubators’ vision and mission 
Based on the results in the previous section, a provincial comparison is made regarding 
the diverse visions and missions of SA incubators. Different themes emerged in the 
provinces in terms of the incubators’ missions and visions.  
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7.2.2.1     Promoting the establishment of SMEs in specific sectors 
When comparing the results of the incubators in terms of their strategic focuses, it 
seems the drive to establish major economic activities or specific high-growth industry 
sectors in the provinces, influences the mission and vision of the incubators. For 
example, incubators in Mpumalanga and Kwazulu-Natal focus strongly on having an 
agricultural vision. These incubators are tasked with nurturing emerging and previously 
disadvantaged farmers to enter the mainstream of the agricultural economy. Direct 
support is provided to farmers to assist in optimal crop yields and to facilitate 
commercialisation.  
 
Incubators in Mpumalanga, Gauteng, Limpopo and North West, focus predominantly on 
the mining and mineral sector, and therefore their vision and mission included 
establishing commercially viable SMEs in the mining and mineral beneficiation industry.  
They focus specifically on entrepreneurs who can process the extracted metals, for 
example jewellery SMEs in Limpopo, and metal fabrication SMEs in Gauteng, 
Mpumalanga and North West, who can contribute to the value chain in the metals 
industry.  
 
The Eastern Cape and Kwazulu-Natal provinces both have an incubator with a primary 
focus on establishing a strong ICT sector. These are both based in port cities like Port 
Elizabeth and Durban, indicating that their establishment also serves to support the 
maritime and logistics sectors.  
 
The Eastern Cape is home to the only chemical incubator in South Africa, with branches 
in Port Elizabeth and East London, tasked with a primary vision of establishing new 
SMEs in the chemical sector, while the Western Cape hosts the country’s only 
renewable energy incubator based in Atlantis. This incubator was established with the 
vision to act as a catalyst to promote and establish new SMEs in the renewable energy 
sector. 
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7.2.2.2     Fostering entrepreneurial development  
A common theme which emerged in respect of incubators’ visions and missions, 
throughout the nine provinces, was that of entrepreneurial development. Given the high 
level of urgency the South African government places on promoting entrepreneurship, 
this has become a major thrust for incubators to promote not only the establishment of 
start-up SMEs but also to ensure that these SMEs survive and grow to become 
sustainable enterprises. Incubators thus seem to recruit many high-potential SMEs to 
develop and nurture, so that these SMEs can improve their business practices, become 
sustainable, and employ more people. This is supported by Ensor (2012:1), who states 
that the Minister of Trade and Industry, Rob Davies, believes that incubation 
programmes are some of the most successful of the measures the department uses to 
back small businesses, and that the DTI wants to roll out 250 incubators by 2015.  
 
7.2.2.3    Providing a safe environment and infrastructure for new businesses 
While the provision of workspace is typical of brick and mortar incubators, only three 
incubators, located in Eastern Cape and North West Province, specified the provision of 
a safe workspace and shared infrastructure as part of their vision and mission. This 
could be owing to the fact that this is implicit in the definition of business incubators and 
the process of incubation, but its importance should not be overlooked. Two Eastern 
Cape and one North West incubator specified this as central to their vision and mission, 
and may be linked to the scarcity of affordable workspace for SMEs in these provinces. 
The incubator in the North West emphasised that workspace is provided to ensure that 
the SME is housed within a safe environment since they work with a precious mineral, 
platinum. 
 
7.2.2.4    Promoting socio-economic development 
Socio-economic development emerged as a common theme in all provinces except the 
Northern Cape and Mpumalanga. While socio-economic development is often a 
secondary outcome of business incubation, it was noted that most of the incubators in 
Gauteng, Kwazulu-Natal, Eastern Cape, Western Cape, Limpopo and North West had a 
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deliberate and primary focus on socio-economic development as part of their vision and 
mission.  
 
7.2.2.5      Promoting broad- based black economic empowerment 
Only three provinces specified the promotion of BBBEE as central to their visions and 
missions. These provinces were the Eastern Cape, Kwazulu-Natal and Limpopo, which 
have interestingly also been listed in a recent article in The New Age (2012:1) as the 
worst provinces in terms of poverty, with average poverty rates of 64%, 62%, and 61% 
respectively and with unemployment rates the highest in KwaZulu-Natal at 41%, 
followed by the Eastern Cape and Limpopo, each with an unemployment rate of 40%. 
The ICT incubators (Kwazulu-Natal and Eastern Cape) indicated that they facilitate the 
establishment of black ICT SMEs and assist them in entering the mainstream ICT 
industry. The agricultural incubators (Mpumalanga and Kwazulu-Natal) have also 
indicated that they play a meaningful role in transforming the agricultural sector in 
respect of BBBEE.  
 
7.2.2.6    Access to markets, market linkages and commercialisation 
Only four provinces indicated active support of SMEs in accessing markets and market 
linkages, namely the Eastern Cape, Gauteng, Kwazulu-Natal and the Western Cape. 
There was much similarity in the emergence of commercialisation as a common theme 
to these provinces with the inclusion of the North West and Mpumalanga. While access 
to markets and commercialisation cannot be viewed synonymously, the nature and 
extent of services offered by these incubators to facilitate access to markets and to aid 
SMEs in the commercialisation of their products and services were quite similar.   
 
7.2.2.7    Job creation and poverty alleviation 
Incubators in the Eastern Cape, Western Cape, Kwazulu-Natal and Northern Cape, 
have job creation and poverty alleviation as core to their vision and mission. The 
Eastern Cape and Kwazulu-Natal were also previously listed in 7.2.2.5 as being two of 
the provinces with the highest unemployment and poverty rates. Small business 
establishment and development is used as a catalyst for self-employment, and where 
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SMEs are incubated and orientated to growth, these become ideal labour absorption 
vehicles. In Mpumalanga and Kwazulu-Natal, where agricultural incubators are found, 
the vision and mission are focused on creating short-term and seasonal job creation 
opportunities during harvesting season, and although these are not sustained, they do 
contribute towards poverty alleviation during these peak times. The Gauteng and 
Mpumalanga incubators in the mining and mineral beneficiation sectors, also have a 
vision and mission of establishing SMEs with high labour absorption potential, and thus 
contribute to job creation and poverty alleviation. 
 
7.2.2.8     Promoting innovation, technology and competitiveness 
Only one incubator in Kwazulu-Natal indicated a focus on promoting innovation and 
competitiveness among SMEs. This is closely tied to the sectorial focus of this incubator 
in the ICT sector, which is a cut-throat industry requiring SMEs to remain abreast of new 
technology and best practices on the international front. 
 
7.2.2.9 Facilitating supply chain development 
The facilitation of supply chain development was included as part of the vision and 
mission of incubators in Gauteng, Kwazulu-Natal and Limpopo. It was worth noting that 
where high levels of competition exist amongst SMEs, or where limited markets exist for 
SMEs in these sectors for instance general manufacturing, the incubators assist in 
facilitating market linkages (local, national and international) and also enforce 
networking where inter-trade platforms are established among incubator clients. This 
theme can also be closely linked to related themes of access to markets and 
commercialisation of SME products and services.  
 
From the previous section it is thus observed that the visions and missions of incubators 
have a similar focus, but there are also visions and missions specific to provinces.  
 
In the next section an analysis of the results of section 7.2.1 is made by comparing the 
visions and missions of South African private or government-funded incubators.  
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7.2.3  Comparison of private and government funded incubators 
South African Incubators are either government or privately funded. A discussion 
follows of the differences and similarities in terms of their mission and visions of 
government funded and private funded Incubators. 
 
7.2.3.1 Private funded incubators 
Incubator C in Gauteng and Incubator F in the Eastern Cape are the only two fully 
privately funded incubators included in the study. These two privately funded incubators 
were primarily focused on job creation, entrepreneurial development and socio-
economic development. From the discussions held with incubator managers it was 
observed that given the private funding received, these incubators are more focused in 
respect of their vision and mission. They work with a more select group of SMEs, and 
monitor and evaluate the impact of the incubation process more closely. They receive 
enterprise development funding from corporates aligned to their BBBEE scorecards, as 
well as mandated spending. The funding is intended for specific deliverables in the 
categories of enterprise development, for instance starting of new businesses and 
entrepreneurial development, as well as socio-economic development such as job 
creation. 
 
7.2.3.2      Government funded incubators 
In the government-funded incubators which comprise the bulk (12) of the 14 incubators, 
funders often influence or even dictate the strategic focus of the incubator. With these 
12 incubators who are primarily (if not solely) funded by government’s Seda Technology 
Programme, it was observed that their vision and mission were aligned with the 
performance indicators prescribed by provincial government funders. Examples were 
promoting SME establishment, promoting specific industry sectors (high growth sectors 
as aligned to the New Growth Plan), entrepreneurial development, socio-economic 
development, promotion of black economic empowerment, acilitating access to markets, 
and commercialising the products and services of SMEs.  
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In the provincial government-funded incubators, their influence on the vision and 
mission was also observed to be more pronounced. This was noticed in incubators in 
the Western Cape, Northern Cape, Kwazulu-Natal and Eastern Cape, where the 
establishment of the incubators was partly or fully funded by the local or district 
municipalities, and where these municipalities influenced the sectorial focus, such as 
the ICT in the Eastern Cape and Kwazulu-Natal and the agricultural sector in Kwazulu-
Natal. Of all the incubators interviewed, Incubator M in the Northern Cape was the only 
one which was not able to clearly articulate and distinguish itself in respect of its vision 
and mission. This may point to district and local municipalities such as Frances Baard 
District Municipality, not having sound SME and Local Economic Development 
strategies, which then cascade down to the vision and mission of Incubator M not being 
clearly defined.   
 
In this section the results of the strategic focuses of incubators interviewed in South 
Africa were discussed in respect of the major themes which emerged relating to the 
visions and missions of the 14 incubators. These results were then analysed by 
comparing them on a provincial level, and whether the incubators were privately or 
government funded.  
 
7.2.3.3 Results of the visions and missions of the incubators interviewed 
The results of the visions and missions of the incubators interviewed, in respect of the 
themes and sub themes which emerged, are summarised in Table 7.2. 
 
Table 7.2:  Summary of the themes and sub themes in respect of the results of 
the strategic focuses of incubators 
 
Themes Subthemes 
Promote establishment of SMEs in 
specific sectors 
 
• Add value to agricultural business through training 
• Nurture emerging farmers for commercialisation 
• Establish SMEs in base metals industry 
• Create a vibrant biotechnology sector 
• Establish SMEs in information, communication and 
technology industry 
• Establish SMEs in the biofuels industry 
• Establish SMEs in the precious metals industry 
• Establish SMEs in the downstream chemicals industry 
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Themes Subthemes 
Foster entrepreneurial development 
 
• Create high impact and sustainable SMEs 
• Empower entrepreneurs to manage profitable 
businesses 
• Skills development and training for SMEs 
• Mentor SMEs to profitability 
• Provide business-, infrastructure- and technology 
support 
• Stimulate innovation 
Provide a safe environment and 
infrastructure for new businesses 
• Provide workspace from which SME can operate 
Promote socio-economic development 
 
• Create wealth in local community 
• Provide volunteer management expertise to local 
community based organisations and non-
governmental organisations 
• Provide business skills training to surrounding 
communities 
• Provide downstream / spin-off opportunities  
• Engage in Corporate Social Investment 
• Provide poverty alleviation programs 
Promote broad based black economic 
empowerment (BBBEE) 
 
• Promote black ownership in the agricultural sector  
• Facilitate and increase BEE in targeted sectors 
• Provide specialist support to BEE SMEs 
• Use biodiesel value chain to integrate black farmers 
into mainstream agribusiness sector 
Facilitate access to markets and market 
linkages 
  
• Establish networks linking local and international 
companies 
• Create strategic partnerships 
• Match SMEs to market opportunities 
Foster job creation 
 
• Create sustainable jobs and livelihoods  
• Provide short term labour opportunities e.g. harvesting 
in agro-sector 
• Promote manufacturing businesses as job creation 
agent 
• Increase turnover and asset base of SMEs to enhance 
labour absorption potential 
Promote competitiveness • Develop internationally competitive SMEs 
Promote innovation and collaboration • Develop and support ICT SMEs 
Facilitate supply chain development 
 
• Supply chain analysis 
• Create network of sustainable SMEs participating in 
value chains 
Alleviate poverty 
 
• Generic poverty alleviation programmes 
• Specific poverty alleviation programmes 
Commercialisation of SME products and 
services 
 
• Equip SMEs with relevant technology to improve 
businesses 
• New product development 
• Engage in proof of concept activity 
• Promote advanced farming techniques e.g. hydroponic 
farming 
• Promote mechanisation and automation on farming 
practices 
Key: Gauteng: A,B,C   Eastern Cape: D,E,F    North West: G   Mpumalanga: H,I  
Kwazulu Natal: J,K  Limpopo: L      Northern Cape: M  Western Cape: N 
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In the next section the strategic focuses of SA incubators, in respect of their primary 
objectives, are discussed in more detail.  
 
7.3 RESULTS OF THE PRIMARY OBJECTIVES OF SOUTH AFRICAN 
INCUBATORS 
The results of the qualitative interviews on the primary objectives of the identified SA 
incubators are elaborated on in the next section. It was clear that the 14 incubators had 
different objectives, which could be directly ascribed to their vision and mission 
discussed in section 7.2.   
 
7.3.1 Summary of the results of the primary objectives of incubators 
Table 7.3 gives a condensed summary of the six themes which emerged when 
comparing the results of the primary objectives of the 14 incubators interviewed. 
 
 Table 7.3: Primary objectives of incubators 
Primary objectives of incubator Incubators  
Socio-economic development All incubators 
Job creation All incubators 
Poverty alleviation All incubators 
Entrepreneurship promotion in minority groups All incubators except M  
Accelerating establishment of new SMEs All incubators except H, M 
Commercialisation of SME products and services All incubators except E, F, H, K, M  
Key: Gauteng: A,B,C   Eastern Cape: D,E,F   North West: G   Mpumalanga: H,I  
Kwazulu Natal: J,K  Limpopo: L     Northern Cape: M  Western Cape: N 
 
A brief discussion follows of the six emerging themes indicated in Table 7.3.  
 
7.3.2 Results of the primary objectives of incubators 
The results of the primary objectives of the 14 incubators will be discussed in respect of 
the major themes and sub themes that emerged.  
  
7.3.2.1    Socio-economic development 
All 14 incubators deemed socio-economic development a key objective, and included 
both direct and indirect delivery thereof. All participants stated that socio-economic 
development was mainstreamed as a key deliverable in their incubator offerings.  
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Incubators flagged the following as direct socio-economic development: 
 Labour absorption from socio-economically depressed communities; 
 Location of incubators within depressed communities to stimulate trade and the 
establishment of livelihood opportunities for the local communities as direct impact; 
 Provision of business support to a wider community;  
 Incubated SMEs creating jobs for local communities; and  
 Establishing SMEs in local communities through virtual incubation. 
 
Indirect socio-economic development included: 
 The provision of free or subsidised entrepreneurial awareness training to the local 
communities; 
 Recruiting SMEs for incubation from the depressed local communities; and 
 Providing corporate social investment programmes to uplift local communities. 
 
According to Ryan (2012:17), it can be noted that incubation can also lead to achieving 
wider socio-economic objectives and poverty alleviation.  
 
7.3.2.2 Job creation and poverty alleviation 
While job creation and poverty alleviation are listed as distinct strategic objectives in 
incubators, it was noted that most participants flagged job creation and poverty 
alleviation as an outcome of socio-economic development. In this section these themes 
will thus be merged. SME incubation provides a platform for improved businesses with 
more labour absorption capacity, and hence incubation becomes a catalyst for job 
creation.  
 
This was indicated in all three of the Gauteng-based incubators A, B and C. Incubator A 
emphasised that they enhance quality job creation through SME development and 
support. Incubator B indicated that their objective of developing new SMEs has resulted 
in 27 jobs created in the 2011 financial year. Incubator C indicated that they employ 
stringent metrics for SMEs in incubation to annually monitor and evaluate improvement 
in respect of the number of full-time and part-time jobs created in the SME. Where the 
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SME does not meet the prescribed criteria, it could be excluded from further incubation 
support.  
 
Incubator D indicated that their SMEs contributed to 27 direct jobs created, 14 casual 
jobs and 46 indirect jobs in the 2011 financial year. Incubator E mentioned that they 
recruit unemployed youth and graduates to participate in a chemical operations 
learnership for six to nine months, and then place these learners in the SME’s 
businesses in the incubator for practical experience. Once qualified, these learners are 
easily absorbed into the chemicals industry, since there is a shortage of skilled staff in 
this sector. Incubator F indicated that their business incubator was born from a poverty 
alleviation project, which recruited unemployed people from the community. Their 
objectives were to provide learners with vocational skills to make them self-sufficient, 
and business skills to run a livelihood opportunity in their local community. This 
objective is thus still embedded in their strategic focus. 
 
Incubator G said that they target growth-orientated SMEs for incubation, and assist 
these SMEs to improve their business operations and productivity, resulting in more 
labour-absorption potential.  
 
Incubator H indicated that their job creation statistics for the 2011 financial year were 23 
full-time jobs and 62 casual jobs created within SMEs in incubation. They also 
emphasised that job creation is a key focus area for them. Incubator I indicated 
innovative means of fostering job creation by partnering with sectoral education and 
training authorities to provide learnership programmes to unemployed youth. These 
youth are then placed in incubated SMEs for practical work experience, which further 
assists them to gain experience and enhances their employability after graduating from 
the learnership. This was similar to what Incubator E offered in the chemicals industry. 
 
Incubator J indicated that the incubation programme had resulted in more than 225 
permanent jobs and more than 11000 casual and seasonal jobs during the sugar-cane 
harvests over the past five years. Incubator K in Kwazulu-Natal made specific reference 
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to the fact that they strive to develop and support quality black-owned and managed ICT 
SMEs to create jobs and stimulate the economy.  
 
Incubator L indicated that they recruit unemployed people from local communities and 
establish agricultural businesses in which they are fully trained to be self-employed in 
their own viable farming businesses.  
 
Incubator M boasted that their onsite SMEs had created in excess of 350 full-time jobs 
in the 2011 financial year. Where jobs are created in depressed local communities such 
as Incubator N in Atlantis, Western Cape, this alleviates unemployment and improves 
living standards at community level. Business incubation can thus be seen as being an 
important economic development tool that can foster job creation, increase wealth 
creation, and serve as an important contributor to the local and national economy 
(Lewis et al., 2011:23). 
 
7.3.2.3    Entrepreneurship promotion in minority groups 
All incubators except Incubator M indicated that they provide entrepreneurship 
promotion and awareness creation in minority groups. Minority groups include women, 
youth and the disabled.  
 
Incubator A indicated that their primary objective is the identification and support of 
entrepreneurs to establish new businesses in the base metals sector. The incubator 
manager mentioned their funder-prescribed recruitment of female-owned SMEs, youth-
owned SMEs and enterprises managed by disabled persons. This was similar for the 
other government-funded incubators (B, D, E, G, H, I, J and N). 
  
Incubator C (privately funded) mentioned that they run a variety of focused programmes 
for women and youth in rural areas, known as the Rural Economic Acceleration 
Programme. The incubator manager also indicated that they have implemented a 
community banking model (stokvel) to assist rural women with micro-finance for their 
small enterprises. 
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Incubator D indicated that youth comprised 80% of their current list of incubator clients, 
and that they had a specific bias towards recruiting women-owned businesses into the 
incubation programme. Incubator E indicated that more than 70% of their client base 
was youth, and more than 50% were women. Incubator F (privately funded) also 
mentioned that they actively support minority groups, and indicated that 80% of their 
SME clients are youth and 40% are women.  
 
Incubators G and H indicated that assistance to minority groups (youth, women and 
disabled) are their target audience for business incubation, and central to the key 
performance indicators as prescribed by their funders. 
 
Incubator J also mentioned that all of their SME clients were previously disadvantaged, 
and that 45% of their SME clients were female. This was also seen in Incubator L where 
more than 50% of the SME clients were female-owned businesses.  
 
Incubator N highlighted a focused recruitment drive through the local FET college to 
specifically recruit youth and women-owned SMEs for their renewable energy incubator.   
 
According to Lewis et al. (2011:19), incubators that have a special focus of assisting 
SMEs from minority groups are sometimes called ‘empowerment’ incubators. They add 
that ‘minority’ can refer to ethnic, racial, religious, gender, disadvantaged populations, 
persons with disabilities, and other population subgroups. From the section above, it 
was seen that almost all incubators, including government and private ones, had a 
focus on promoting entrepreneurship in minority groups, with the exception being 
Incubator M, who stated that the majority of their SMEs were male-owned businesses. 
 
7.3.2.4   Accelerating establishment of new SMEs 
All incubators except Incubators H and M indicated that they accelerate the 
establishment of SMEs during incubation.  
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Incubator A indicated that the incubation process fast-tracks the development of new 
SMEs because the incubated SMEs are ‘surrounded’ by all the required business 
development services. Incubator B agreed that they were measured annually in respect 
of the number of new SMEs established, and therefore worked against specific annual 
targets. Incubator C explained that the establishment of SMEs was done over a three-
year period, the first year being for intensive coaching on foundational business 
principles, year two for developing and implementing systems and processes, and year 
three being for growth such as diversification of products and/or markets. The 
establishment of SMEs is thus carried out in a phased approach over three years.  
 
Incubators D and E indicated that they also focus on the recruitment of suitable growth-
orientated SMEs, and support them through a network of resources, technical expertise 
and shared business services to accelerate the establishment process, and to get the 
SMEs to a financially viable and independent state as soon as possible.   
 
Incubator F mentioned that they provide each SME in incubation with a ‘kick-start’ 
package which is comprised of business registration, basic tools for their SME business 
like hand tools for a plumber or sewing equipment for a dressmaking or clothing 
designer, as well as basic marketing collateral, including business cards, brochures and 
flyers to assist the SME with its initial business marketing. 
 
Incubator G indicated that they reduce the risk for SMEs wanting to start their own 
businesses. Incubator I added that when potential entrepreneurs are not afraid to take 
risks owing to the support provided by the incubator, it simplifies and accelerates the 
establishment of new enterprises.  
 
According to Incubator J, their incubation interventions accelerate the establishment of 
start-up farming SMEs to the extent where they exceed the industry average production 
at the end of the first year of incubation by between 10 and 100%.  
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Incubator K highlighted a three-year business establishment window, with each year 
dedicated for specific business management processes to be instilled in SMEs. Year 
one takes the SME from planning to trading, with the emphasis on building the client 
base and cash sales. In year two, the expansion of business revenue becomes the key 
focus. In year three the emphasis changes to coordinating and maximising the use of 
resources in the SME. Formal policies, structures and procedures are implemented to 
consolidate business sales and customer satisfaction.   
 
Incubator L explained that they assist emerging farming enterprises with all of the 
support and advice required and thus reduce the time an SME would have spent in 
establishing their new ventures. 
 
Incubator N mentioned that they have pursued two strategies to accelerate the 
establishment of new SMEs in the renewable energy sector, by identifying niche 
opportunities and linking new SMEs to exploit these markets, and by negotiating with 
large corporates such as Tedelex to partner with the Incubator through joint ventures to 
exploit available opportunities. With immediate access to markets, these SMEs are thus 
accelerated from start-up to commercialisation stage.  
 
While most of the incubators indicated that they accelerate the establishment of new 
SMEs, Incubator H stated that the rate at which SMEs are established depends mostly 
on the entrepreneur, and nothing the incubator does can accelerate the process. 
Incubator M raised the fact that most of their SMEs have not exited the incubator owing 
to non-readiness or poor exit strategies, so they were not acting as an accelerator. 
According to infoDev (2011b:21), the business incubation process entails a public 
and/or private, entrepreneurial, economic and social development process  that is 
designed to nurture businesses from idea generation to start-up companies and, 
through  having SMEs complete a comprehensive business support programme, the 
incubator helps them establish and accelerate their growth. 
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7.3.2.5     Commercialisation of SMEs 
Nine incubators, excluding Incubators E, F, H, K and M, indicated that they assist SMEs 
in commercialising their products or services.  
 
Incubator A indicated that they assist in matching their SMEs to businesses and market 
opportunities through their dedicated business linkages department. Incubator B stated 
that they are linked with academic institutions to assist them in developing SMEs from 
proof of concept stage, all the way to commercialisation. They explained that they make 
use of expert external skills to assist SMEs with intellectual property-related services to 
aid the commercialisation of products and services. Incubator C emphasised that they 
look for the ‘blue heart’ entrepreneurs meaning the SMEs who show commitment and 
drive to grow their business. The incubator highlighted that they work on the ‘jockey’ by 
orientating the entrepreneur towards growth and expansion through commercialisation 
strategies. They indicated that if the ‘jockey’ is commercially focused the ‘horse’ (the 
business) will follow. 
 
Incubator D indicated that they have forged partnerships with industry specialists to 
assist SMEs in the ICT sector with commercialisation. Incubator G mentioned that they 
facilitate research on trends in jewellery fashion, and identify market opportunities on 
behalf of the SMEs, thus forging active linkages for them.  
 
Incubators I and J specified that they assist SME farmers with new technology to 
increase production yields, and that they introduce mechanisation wherever possible to 
ensure that the farming production is cost-effective, and that the SME farmers produce 
quality crops for commercialisation. Incubator J highlighted the benefits of using 
hydroponic farming methods, as they increase the yield per hectare and also allow for 
more accurate produce planning and forecasting.  
 
Incubator L indicated that they introduce technology and infrastructure in SME 
businesses to ensure minimal waste from the biodiesel value chain; in addition, they 
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have assisted the SME farmers to commercialise waste products such as seedcake, 
fodder and sunflowers.  
 
Incubator N in the Western Cape confirmed that they facilitate commercialisation of 
SMEs, and showed prototypes of new technology that is currently being developed by 
their SMEs, and which is already committed to existing long-term orders. 
 
In this section the results of the strategic focuses of incubators interviewed in SA were 
discussed in respect of the major themes which emerged relating to the primary 
objectives of the 14 incubators. These results were then analysed by comparing them 
on a provincial level, and noting whether the incubators were privately or government 
funded. It was found that most incubators showed similarities in all of the themes listed 
above except for a few differences. 
 
In the next section, the findings of this section will be analysed by providing a provincial 
comparison of the primary objectives of the incubators interviewed. 
 
7.3.3 Provincial comparison of the primary objectives in incubators  
Incubators in all provinces indicated similar themes which emerged when analysing 
their primary objectives, namely socio-economic development, job creation and poverty 
alleviation. This can be attributed to the fact that incubators have assumed the false 
accreditation of being the panacea for correcting challenges in SME businesses, and 
solving the unemployment crisis in the country. Hence, it is evident that these three 
objectives are embedded within the key performance indicators of all the incubators 
included in the study.  
 
All incubators, except Incubator K in Kwazulu-Natal and Incubator M in the Northern 
Cape, indicated that they promote entrepreneurship in minority groups. Incubator N 
specifically indicated that they have a bias towards youth and female-owned SMEs for 
inclusion. None of the incubators (across all provinces) emphasised inclusion of 
disabled SMEs. 
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All incubators except Incubators H and M, indicated that they accelerated the 
establishment of new SMEs. Upon further discussion with the incubator manager in 
Incubator H, he explained that no matter what interventions are channelled to an SME, 
it ultimately depends on the entrepreneur how fast he gets the business up and running. 
All incubators, except Incubators H, K and M, indicated that they assisted with the 
commercialisation of SME products and services. There was no provincial bias in 
respect of commercialisation of SMEs. 
 
The Northern Cape Incubator, M, indicated that they do not have a current business 
plan and hence despite being established more than ten years ago, their primary 
objectives were not clearly defined and depended on the pressures from their primary 
funders.  
 
The primary objectives of the incubators can be viewed as the pillars upon which the 
vision and mission (7.2.1) rest, and this explains the similarities which emerged 
between these two sections. From the previous section it is observed that the primary 
objectives of incubators have a similar focus, but there are also some primary objectives 
which are specific to provinces.  
 
In the next section an analysis of the results of section 7.3.1 is made, by comparing the 
primary objectives of SA private or government-funded incubators 
 
7.3.4 Primary objectives of private versus government-funded incubators 
In this section the primary objectives of private and government-funded incubators will 
be discussed to identify possible similarities or differences. 
 
7.3.4.1 Privately funded incubators 
In privately funded incubators such as Incubator C in Gauteng and Incubator F in the 
Eastern Cape, no sector-specific focus was identified. Both of the privately funded 
incubators assisted SMEs from diverse sectors, but were much more selective in 
respect of the quality and calibre of SMEs recruited for incubation. Both of these 
213 
 
privately funded incubators had a smaller group of SMEs in incubation, namely between 
10 and 15, who enjoyed a more intensive incubation process, spanning three years in 
the case of Incubator F. The objectives of privately funded incubators were thus more 
quality-driven, and focused on results.  
 
7.3.4.2 Government-funded incubators 
An important theme which emerged from the study is that many government-funded 
incubators were tasked by their core funders to promote and grow a specific sector for 
example ICT or agriculture, and offered business support services only to SMEs in that 
sector. Changes in government policies thus have an immediate impact on the 
objectives of the incubators. Government-funded incubators were more relaxed in 
respect of their admission criteria for SMEs to enter incubation, and also tended to have 
larger numbers of SME clients owing to the funding criteria by government including 
quantitative measures such as the number of SMEs in incubation.  
 
With the dawn of the New Growth Plan and Industrial Policy Action Plan launched by 
the Department of Trade and Industry, high-growth sectors were identified and are  
promoted by government-funded incubators. According to Department of Trade and 
Industry (2010:35), the high-growth sectors have been clustered, and include Cluster 1 
with new areas of focus including metal fabrication, capital and transport equipment, 
‘green’ and energy-saving industries and agro-processing. While the government-
funded incubators focus more on achieving quantitative and developmental objectives, 
their privately funded counterparts aim to achieve their performance indicators as a 
priority.  
 
In this section the results of the strategic focuses of incubators interviewed in SA were 
discussed in respect of the major themes which emerged relating to the primary 
objectives of the 14 incubators. 
 
In the next section, the results relating to the services provided by the relevant 
incubators will be discussed in more detail. 
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7.4  RESULTS OF SME INCUBATOR SERVICES 
The results of the qualitative interviews on the incubator services of the South African 
incubators are elaborated on in the next section. The incubator services were explored 
in respect of the pre-incubation, incubation and post-incubation related services offered 
by the incubators.  
  
Table 7.4 shows a condensed summary of the 12 themes which emerged when 
comparing the incubator services provided by the 14 incubators interviewed. A full 
discussion of the results of the interviews will follow after the summary.  
 
Table 7.4: Summary of the results of incubator services 
Themes Incubators 
Provide sector-specific (demand driven) SME services All incubators except C and M 
Provide generic (supply driven) SME incubation services C, G, M 
Internal locus of incubator services  A, B, H, I, J, K, L, N 
External locus of incubator services C, D, E, F, G, M 
Provide pre-incubation services All incubators except M 
Provide post-incubation services All incubators except D, J, K and M 
Provide value adding services All incubators except I and M 
Provide subsidised or paid services A, B, E, G, H, K, M, N 
Provide free services  C, D, F, I, J, L  
Provide shared resources All incubators except B, I and M 
Provide virtual incubation  All incubators except C, D, E and G 
Linkages with academic institutions A, B, E, J, K, L, N 
Key:  Gauteng: A,B,C   Eastern Cape: D,E,F   North West: G   Mpumalanga: H,I  
Kwazulu Natal: J,K  Limpopo: L     Northern Cape: M  Western Cape: N 
 
 
7.4.1  Summary of the results of incubator services 
A brief discussion of the 12 emerging themes indicated in Table 7.4 follows below: 
 
7.4.1.1   Provision of sector-specific (demand-driven) SME incubation services 
In Table 7.4 it can be seen that some incubators were established to promote 
entrepreneurship and establish SMEs in a specific sector, with incubator services 
offerings specialised and tailored according to the need of their target audiences. This 
was evident in 12 of the 14 incubators included in the study.  
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Incubator A indicated that their incubator services were demand-driven, and were 
developed in response to the SMEs in the base metals industry’s business- 
development needs. The business-development needs were determined by conducting 
a needs analysis at the time of entry into the incubator. Incubator B confirmed a similar 
process in which the SME signed a development agreement when entering the 
incubator, and a thorough needs assessment was performed and a development plan 
compiled that was tailored to the specific needs of the individual SME.  
 
Incubator D indicated that their services to their SMEs in the ICT sector are demand- 
driven, but added that the provision of services are driven by what can be achieved with 
the budgets available from their funders. Both Incubators E and F mentioned that they 
followed a similar needs analysis (diagnostic) process to determine and provide 
services that meet SME needs, as was seen for Incubators A and B.  
 
Incubator G highlighted that the SMEs they service in the jewellery sector are highly 
specialised and have specific service needs which cannot always be met by them. 
Incubator H also indicated that they provide SMEs in the stainless steel sector with 
specific services based on their needs, for example access to tooling. 
 
Incubator I indicated that their farming SMEs all had different needs and hence the 
service offerings would be determined in consultation with the SME, and services would 
be planned based on a development plan agreed to by them. This was confirmed by 
Incubators J and L, who indicated that they had to source external technical expertise to 
provide some of the required technical services, for instance agronomists to assist with 
production planning in their farming SMEs.  
 
Incubator K indicated that they provide demand-driven services to their ICT SMEs, for 
instance the workspace they occupy needs to have access to the Internet, and they 
need to provide a shared server to accommodate the data needs of their onsite SME 
clients. Incubator N emphasised that they had taken a strategic decision to only offer 
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services for which there is a tangible need. Hence the incubators services to its SMEs in 
the renewable energy sector are highly demand-driven. 
 
It can thus be seen that the majority of SA incubators provide sector-specific and 
demand-driven services to their SMEs. 
 
7.4.1.2  Provision of generic (supply-driven) SME incubation services 
In Table 7.4 it can be seen that three out of the 14 incubators indicated that they provide 
generic incubator services. These include Incubators C, G and M.  
 
Incubator C indicated that they had developed generic service offerings, including 
business skills training in generic modules such as sales, finance, entrepreneurship and 
self-development. Incubator G explained that their SMEs (jewellers) all had unique 
design styles and hence their needs differed significantly, making it difficult to always 
provide tailored solutions; therefore the incubator offers generic services. These 
services include accounting and book-keeping services, business development services 
(assistance with business feasibility, business planning) and so on, and any service 
needs which fall outside the scope of services provided by the incubator, would be 
referred to external stakeholders for assistance. It was also seen that some incubators 
(G and M) identified the needs of the specific entrepreneurs and assisted them with 
personal development plans to enhance their business acumen, for instance through 
business management skills training. 
 
7.4.1.3  Internal locus of incubator services 
Eight of the 14 incubators indicated that they provide all incubator services in-house. 
Incubator A indicated that they offer in-house business support services to their SMEs 
as well as technical and business management training, such as marketing, book-
keeping and costing training. Incubator B also indicated that they offer comprehensive 
in-house business development services to their SMEs including:  
• business plan development;  
• technology development;  
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• product development;  
• coaching and mentoring;  
• access to networking opportunities; and  
• facilitating access to funding. 
 
Incubator H stated that they provide all generic business development services, for 
instance business advice and feasibility study support, in-house except for book-
keeping and training services, which are outsourced to external providers.  
 
Incubators I, J and L indicated that they offer a broad range of internal services to their 
SME farmers, including: 
• technical services; 
• mentoring; 
• business skills training; 
• production assistance; 
• sourcing of funding; 
• market linkages; 
• assistance with mechanisation; and 
• development of farm infrastructure. 
 
They further indicated that they have sourced the required expertise to provide all the 
services required by their SMEs under one roof. Incubator J indicated that they also 
offer a number of additional specialist services in-house, such as: 
• risk management; 
• technical horticultural training for instance nutrition and soil science; and 
• legal services. 
 
Incubator K indicated that they offer all of their SMEs business development services in-
house, but pointed out that the more technical support such as IT infrastructure 
(hardware and software) was sourced from external industry experts.  
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Incubator N mentioned that all business development service and administrative 
support is offered in-house, and that they only refer their SMEs to external service 
providers for more specialised and technical services. 
 
7.4.1.4  External locus of incubator services 
In the previous section it was pointed out that these incubators provided a 
comprehensive range of SME services in-house, and that only technical or specialised 
SME services were provided through external providers. It was, however, observed that 
six out of the 14 Incubators offered no direct SME support service, and that all services 
were provided through consulting agreements held with external service providers.  
 
Incubators C, D, E, F, G and M indicated that they provide the ‘space’ for incubation and 
leave the delivery of services to credible external service providers. Incubator F 
explained that the external locus of service provision allowed them to keep their focus 
primarily on the process of incubation, namely:  
• selection of quality SMEs into the incubator;  
• managing the incubation process;  
• matching suitable external providers to meet the SME needs; and 
• managing the graduation or exit of SMEs from the incubator.  
 
Incubator M indicated that they offer only basic services in-house, such as generic 
training and business development services but that they refer their SMEs to external 
service providers for assistance.  
 
7.4.1.5  Provision of pre-incubation services 
It was observed that 13 out of the 14 Incubators indicated that they offered pre-
incubation services. It was noted that the classification of services as pre-incubation 
may not have been commonly understood and that these services were often deemed 
part of the incubators’ screening and selection processes. To confirm the incubator 
managers’ understanding of the concept, they were asked to explain what pre-
incubation was, and it was suggested by Incubator A that pre-incubation is the process 
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employed to help entrepreneurs turn their ideas into a viable business. Incubator F 
suggested that pre-incubation typically involves business counselling to help the SME 
understand the idea and its potential, and possibly some training in basic business skills 
and requirements. Incubator N explained that it can also involve preparation of a 
business plan, refinement of the product or service to a 'market ready' stage, and help 
for the entrepreneur with the formalities of establishing a new company.  
 
Incubator A indicated that they had formalised the pre-incubation process into a one- 
year National Certificate programme in Small Business Management. Hence all SMEs 
who apply for entry into Incubator A, first need to comply with this qualification and will 
also be supported with financial advice to source relevant finance to establish their SME 
business prior to entry into the incubation programme.  
 
Incubator B indicated that they offered pre-incubation services. These services were 
limited to assessment of the SME’s business idea at the time of application, and they 
would then guide the SME in respect of formalising their business prior to entering the 
incubation programme.  
 
Incubator C, a privately funded incubator, emphasised that they placed a lot of 
emphasis on the pre-incubation phase as they prefer to work with SMEs with growth 
potential. Hence they mentioned that they run two pre-incubation processes, one of 
which is Biz-Gaze, which assists SMEs who show an interest in applying for incubation. 
During this programme the SME is first assisted in consolidating their business idea, 
assessing its feasibility, and then presenting the business idea to a panel of Incubator 
staff to decide whether the applicant qualifies for incubation. This process could span 
one month or six months, depending on the level of commitment exercised by the SME. 
The second pre-incubation programme is called the Pre-Prosperator Programme, and is 
made up of a four-step pre-incubation process: 
• Business think learning session, where SMEs are assisted with consolidating 
their business ideas and business strategy, including vision, mission, product or 
service matrix and feasibility study; 
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• Guiding stage, where SMEs are assisted by a team of Incubator staff who serve 
as guides or mentors to grow the business strategy, finance strategy and 
operational strategy while the SME compiles a solid business plan; 
• Presentation to a panel of guides, where the SME presents their business plan 
on a monthly basis and refines its implementation using the feedback provided by 
the business guides; and 
• Compliance, where the SMEs are expected to attend a minimum of 80% of all 
learning and guiding sessions, and complete their business plan document within 
the one year pre-incubation process. 
 
Incubators D and E indicated that they provide basic pre-incubation services comprised 
of assisting SMEs with finalising their business ideas and related business plans. 
Incubator E also provides technical training to SMEs who are starting their businesses 
in the chemicals industry.  
 
Incubator F mentioned that their SMEs participate in a formalised 20-week pre-
incubation programme called the Equipping phase, which is comprised of a series of 
business skills training, technical skills training and one-to-one mentoring to ensure that 
the SME is able to present a solid feasibility study prior to acceptance into the 
incubation programme.  
 
Incubator G indicated a slightly different application of pre-incubation, in which they 
embark on road-shows in the local community to showcase existing incubator clients, 
and to use this platform to recruit new incubation applications from SMEs in the area. 
They use pre-incubation to raise awareness around SME incubation in the precious 
metal beneficiation industry and recruit potential SMEs who are then assisted with 
business formalisation and training prior to entering incubation.  
 
Incubator H and I also let all new applicants complete a New Venture Creation 
programme which spans between six and nine months, and also requires their SME 
applicants to complete a learnership relating to the beneficiation of stainless steel and 
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one relating to plant production for Incubator H and I respectively, prior to entering 
formal incubation.  
 
Incubator J highlighted that they offer a comprehensive pre-incubation programme 
which includes:  
• assisting the Incubator applicant with business plan development;  
• financial forecasting;  
• formalisation, such as registration of the entity;  
• strategic planning; and 
• facilitating access to finance for the SME.  
 
This was also seen in Incubator K, where SMEs are first assisted with formalisation of 
their businesses. Incubator K calls this the ‘Tier 1 stage’ and assists the SME in 
registering their business entity and documenting their business implementation. It was 
indicated during the interview that the key emphasis rests on building the client base 
and ensuring a healthy cash-flow prior to graduating the SME into the incubator 
programme. 
  
Incubator L explained that they use a stringent assessment process to prepare the SME 
for incubation, which includes: 
• assistance with business idea; 
• assistance with business management skills training; 
• compilation of a feasibility study for the SME’s business idea; and  
• compilation of a marketing plan and a business plan. 
 
Incubator N shared that they have developed a thorough pre-incubation process which 
includes individual SME assessments to identify readiness for incubation. This gap 
analysis assists the incubator to address challenges in respect of the business idea, 
their marketing planning and business planning. SMEs are also requested to complete a 
new venture creation programme spanning between six to nine months, after which they 
222 
 
are placed in an industry to gain practical and technical experience prior to being 
allowed entry into the business incubation programme.  
 
The only incubator who indicated that they do not offer pre-incubation was Incubator M, 
who explained that the incubator did not have the capacity to provide pre-incubation, 
and that they did not have access to a tested model for pre-incubation. 
 
7.4.1.6  Provision of post-incubation services 
Post-incubation is the process used by incubators to offer an opportunity for SMEs that 
have graduated to continue benefiting from the services and networks available from 
the incubator. The post-incubation stage may exist where the incubator offers a 
continued service and support to a graduated SME, and this is often necessitated in 
some sector-specific incubators, for instance biotechnology incubators where SMEs 
need continued contact with research activities beyond the incubation period. 
 
Ten out of the 14 incubators indicated that they provide post-incubation services to 
SMEs who have graduated from their incubators. Incubator A indicated that they offer 
mentoring of SMEs, monitoring of SME businesses, and invitations to SMEs for 
networking sessions. This was also indicated by Incubator B, who added that they also 
assist SMEs in marketing their products and services at trade shows and exhibitions 
beyond the formal incubation process. Incubator C shared that they provide an alumni 
programme as part of their post-incubation model. The alumni programme serves as a 
platform to showcase successful SMEs who have graduated from the incubator and 
who can then share their case studies with current SMEs who are in the incubator. 
Incubator C also runs regular networking sessions with graduated SMEs to track their 
business growth and to identify whether these graduated SMEs need further incubator 
support and possible reintegration into the incubator.  
 
Incubator E indicated that they provide their graduated SMEs with continued support in 
marketing their products and services and with access to financial support. Incubator F 
mentioned that they provide comprehensive post-incubation support to their SMEs 
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which include access to mentoring, access to shared services and equipment when 
required, and access to funding support to acquire raw materials or equipment.  
 
Incubator G indicated that their post-incubation support is available upon request by 
SMEs and that it includes networking and mentoring services. Incubator H and I  also 
indicated that they offer post-incubation services to their graduated SME clients 
including access to shared facilities, market development, and financial and advanced 
technical training if required by SMEs. Incubator I emphasised that they continue with 
post-incubation to keep track of the growth and performance of their SMEs.  
 
Incubator L indicated that they provide post-incubation services after SMEs complete 
their three-year intensive incubation programme. The post-incubation includes 
mentoring and coaching, linkages and networking, and monitoring of business growth 
and performance.  
 
Incubator N indicated that although they have not completed the incubation process 
with the first intake of SMEs, they have made provision for offering post-incubation 
services by continuing support to SMEs through a virtual incubation programme that will 
extend beyond the confines of the physical incubator.  
 
The four incubators who did not provide post-incubation services are Incubator D, who 
indicated that they do not provide post-incubation because of budgetary constraints, 
and incubators J, K and M, who indicated that they do not provide post-incubation 
services.  
 
7.4.1.7  Provision of value-adding services 
12 out of the 14 incubators indicated that they provided value-adding services to their 
SME clients during the incubation process. According to Lewis et al. (2011:14), 
incubators provide value-added contributions to SMEs that lead to improved outcomes, 
increased job creation and other economic benefits. ‘Value-adding services’ refer to the 
business support services that the incubator extends to SMEs to assist them in building 
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their businesses and improving their chances to succeed. The value-adding services 
are differentiated from generic business development services based on the complexity 
of the services offered and the anticipated positive effect the service has on the SMEs 
business. 
 
Incubator A mentioned that they provide technical training and mentorship to their 
SMEs. Incubator B emphasised that their value-adding services include individual 
mentoring of SMEs and ensuring that the ‘scientists’ they work with also develop 
business management skills. This was emphasised because Incubator B works with 
university spin-offs where students identify scientific solutions and seek assistance to 
commercialise these biotechnology ideas. Incubator C also indicates that they assist 
SMEs with business linkages as value-adding services, and that this falls outside  the 
scope of their formal incubation programme.  
 
Incubators D, E, F and K indicated that they provide the following value-adding services 
to SME: 
• research and development; 
• access to marketing networks; 
• access to funding; and 
• mentoring and coaching.  
 
Incubator F indicated that they have further developed their mentoring service to focus 
on specialised areas with which the SME may need help, such as business strategy 
mentoring, finance mentoring, product development mentoring, and general 
development mentoring.  
 
Incubator G indicated that they assist SMEs who have export potential, to access 
national and international markets. Incubator H assists their SMEs with product 
development assistance and access to manufacturing facilities as value-adding 
services. Incubator J mentioned that they provide specialised agricultural training, 
based on the individual farming the SME needs. Incubator L indicated that their value-
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adding services to SMEs include the mentoring and coaching offered as part of their 
post-incubation services. Incubator N stated that they offer assistance to SMEs to 
access national and international markets and facilitate joint venture opportunities for 
their SMEs and established manufacturing companies.  
 
Only two incubators, namely incubators I and M, indicated that they do not offer value-
adding services.  
 
7.4.1.8  Provision of subsidised services 
Eight of the 14 incubators mentioned that they provide subsidised services to SME 
clients. Both Gauteng incubators, A and B, indicated that they provide subsidised 
services to their SME clients. Incubator A mentioned that they are able to offer 
subsidised services owing to private sector financial support received from mining 
companies.  
 
Incubator E emphasised that the level of subsidy offered to SMEs depends on the type 
of SME and their ability to pay for the services rendered. Incubator G indicated that they 
levy a minimum flat rate of R 250 per SME client per month, depending on the level of 
service uptake. They added that the fee is charged to encourage a culture of payment 
for services, and to alert the SME about business costs and budgeting as part of their 
financial management function.  
 
Incubator H indicated that they use a sliding scale to determine the extent to which their 
services to SMEs are subsidised. Where SMEs are still undergoing incubation, that is, 
prior to graduating from the incubator, they pay 50% of the full cost of the services 
offered to them, while SMEs who have already graduated from the incubator are 
subsidised by 25% of the full cost of the service, and thus need to pay 75% of the value 
of the services offered to them.  
 
Incubator K indicated that SME clients pay monthly rental fees for the workspace 
occupied by them. The rental is pitched at less than market-related rental fees, to make 
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the incubator attractive enough for the SME to stay on for the duration of the three-year 
incubation period. The rental and services offered to SMEs in Incubator K are 
subsidised by funding received from sponsor companies and government grants.  
 
Incubator M explained that different services qualified for different levels of subsidy. The 
incubator manager indicated that the pre-incubation services are subsidised to a 
maximum of 80%, while incubation services such as workspace and business 
development services are subsidised to the tune of 50%. Services offered to the 
surrounding community to promote entrepreneurship, are offered at 100% subsidy, for 
instance business skills training. Incubator N explained that their subsidy for services 
was based on a sliding scale depending on the year of incubation. The incubation 
process spanned a three-year period, and SMEs were offered services at 75% subsidy 
in year one, 50% subsidy in year two, and 25% subsidy in year three. Once SMEs 
graduate from the incubator, they pay a full fee for services rendered to them.  
 
7.4.1.9  Provision of free services 
Six incubators indicated that they offer free services to their incubator clients. Incubators 
C and F, which are both private sector-funded incubators, indicated that they are fully 
funded by private sector funders, and hence SMEs are not required to pay for any of the 
services they receive. Incubators D, I, J and L indicated that they are fully funded by 
government funders, and thus do not require SMEs to pay for any of the incubator 
services. Funding sourced from private of government sources are thus used to fully 
subsidise the cost of services for SMEs. 
 
7.4.1.10 Provision of shared resources 
Eleven of the incubators stated that they offer shared resources to their SME clients. 
Incubator A mentioned that they offer shared office and workspace for use by SMEs 
under incubation. Incubator C also indicated that they offer shared office or workspace 
facilities, but that this was not compulsory as they would still offer incubation services to 
SMEs through their virtual incubator model.  
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All three of the Eastern Cape-based Incubators D, E and F, indicated that they offer 
shared workspace to SME clients under incubation. Incubator F added that their 
facilities also included shared equipment and machinery which could be used by their 
SME clients.  
 
Incubator G indicated that they provide shared workspace and a shared quality 
assurance facility for their SMEs in jewellery manufacturing. Incubator H indicated that 
apart from shared workspace, they also offer their SME clients use of a common 
meeting room, machines and tooling for steel beneficiation, and an IT facility they can 
use for word processing and research purposes.  
 
Incubators J and K both mentioned that they provide shared resources for their SME 
clients. Incubator K described a shared IT infrastructure for their ICT SMEs, including 
high-speed Internet lines and wireless Internet connectivity within their offices. The 
incubator also offered the start-up SMEs a shared reception and administration service. 
Incubator L and Incubator N indicated that they provide shared workspace and office 
space for SME clients under incubation. Three out of the 14 incubators stated that they 
do not provide shared facilities or resources to SME clients. Incubators B and M 
mentioned that they offer rented workspace to SMEs, but that it does not come with any 
other shared services or resources. Incubator H explained that their SMEs are 
predominantly based on farming sites, hence no shared resources are provided to 
them.  
 
7.4.1.11 Provision of virtual incubation   
Ten incubators of the 14 said that they offer virtual incubation services. Seven others 
included in the study, indicated that they service their on-site SMEs, and also provide 
virtual incubation services to SMEs outside of the incubator.  Of the 10 incubators who 
indicated that they offer virtual incubation, eight confirmed that they provide both a brick 
and mortar facility and a virtual incubation delivery model.  
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Incubator A indicated that they offer training, research and development services to 
SMEs outside of the incubator. Incubator B, located in a university precinct stated that 
they have limited space available to SME clients, and hence have a significant database 
of external SME clients whom they service through virtual incubation.  
 
Incubator F emphasised that they do provide services to SMEs outside of the incubator 
because the space constraints in their current facility limits the intake of incubator 
clients to 15 at any given stage. Hence those SMEs who cannot be accommodated 
within the incubator are still serviced. Incubators H and I indicated that SMEs who 
reside outside of the incubator are also allowed to use the equipment and machinery on 
an appointment basis. Hence while they may not be physically on-site they still enjoy 
use of the shared resources.  
 
Incubator J said that since they deal with farming SMEs they need to provide services to 
the SMEs where they are located. The extension officers and mentors also provide 
consulting and advisory services to the clients outside of the incubator. Incubator K 
indicated that they assist 28 ‘virtual’ incubator clients who are all professional service 
businesses and who are connected to their ICT infrastructure. Incubator M indicated 
that they provide business advice and support to walk-in SMEs who are not located 
within the incubator. 
 
Incubators L and N both indicated that they extend their services to SMEs outside of the 
incubator. Apart from typical incubation services to virtual clients they also provide 
business development services to the surrounding communities. 
 
7.4.1.12  Linkages with academic institutions 
Seven out of the 14 incubators indicated that they have linkages with academic 
institutions to assist their SMEs with technical support and research and development.  
 
Incubator A said that they assist their SME clients with linkages to research and 
development centres at local universities (University of Johannesburg and Wits 
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University), and that they forge linkages for SME clients with the Technology Innovation 
Agency. Incubator B indicated that they source their biotechnology SMEs as spin-offs 
from the University of Witwatersrand.  
 
Incubator E explained that they work closely with local universities (Nelson Mandela 
Metropolitan University and Rhodes University) to assist SME clients with research and 
development.  
 
Incubators J and K in Kwazulu-Natal both indicated that they participate in PhD 
research programmes conducted by the local university (University of Kwazulu-Natal). 
This programme attaches PhD students to assist SMEs in incubation with research and 
development and facilitates access to collaborative research opportunities for 
international research centres and universities in Israel and China.  
 
Incubator L mentioned that they hold close alliances with local universities (University of 
Venda and Wits University) to assist them in agro-research to increase production 
yields. Incubator N indicated that they have partnered with the local university 
(University of Cape Town) on their ‘Green Initiative’, where the university has pledged to 
assist them with all SME research needs.  
 
In this section the results of the services offered by incubators interviewed in SA were 
discussed in respect of the major themes which emerged relating to the services of the 
14 incubators. These results were then analysed by comparing them on a provincial 
level and whether the incubators were privately or government funded. It was observed 
that most incubators showed similarities in all of the themes listed above but there were 
a few incubators who indicated some differences. 
 
In the next section, the findings of this section will be analysed by providing a provincial 
comparison of the services provided by the incubators interviewed. 
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7.4.2  Provincial comparison of the incubator services 
The themes and sub themes in respect of the services offered by incubators will now be 
compared provincially, highlighting any similarities and differences which may exist. For 
most of the themes that follow, there was no provincial bias noted. 
 
7.4.2.1 Provision of sector-specific versus generic SME incubation services 
It was evident from Table 7.4 that incubators in all provinces except the Northern Cape, 
provided sector-specific SME services. Where sector-specific SME incubation services 
were provided, these were based on provincial priority sectors identified as ‘growth 
drivers’ and ‘job drivers’ including the agriculture, biotechnology, chemical, biodiesel, 
ICT and renewable energy sectors. It was observed that all Eastern Cape (3) and all 
Kwazulu-Natal (2) incubators interviewed provided demand-driven services. 
 
Incubators in Gauteng (1), North West (1) and the Northern Cape (1) indicated that they 
provide generic, supply-driven business support services to their SMEs including 
business skills and business development services. Where SME clients required sector-
specific services these would be provided by referred specialist service providers. 
Incubator G in the North-West indicated that they provide both sector-specific services 
and generic service to their SMEs. 
 
From the above it was noted that the nature of services rendered to SMEs was not 
influenced by the provincial location within which the incubator is located, but primarily 
by the industry sector to which the SME is aligned. 
 
7.4.2.2 Internal versus external locus of incubator services 
Eight incubators indicated that they provide in-house SME incubation services. These 
include incubators in Gauteng (2), Mpumalanga (2), Kwazulu-Natal (2), Limpopo (1) and 
Western Cape (1) who provided direct services to their on-site and virtual SME clients.  
 
All three Eastern Cape-based incubators, one North West based incubator and one 
Northern Cape-based incubator indicated that they only use external service providers 
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to provide services to SMEs. Both private sector-funded incubators are also included in 
the incubators who provide services through external consultants and service providers. 
 
7.4.2.3     Provision of pre-incubation services 
From Table 7.4 it can be seen that all incubators except one in the Northern Cape 
provide pre-incubation services to their incubator clients. The business services offered 
in Northern Cape incubator are very limited and include referral and signposting to the 
sparse business development services providers who operate in the province. It was 
evident that the Northern Cape incubator does not have clear systems in place for 
providing pre-incubation, and that while they do offer services which qualify as pre-
incubation, such as assistance with business idea generation and business training, 
they did not classify these as pre-incubation. 
 
7.4.2.4 Provision of post-incubation services 
From Table 7.4, many of the incubators (10 out of 14) offer post-incubation services to 
their SME clients. These include Gauteng (3), Eastern Cape (2), Mpumalanga (2), 
Limpopo (1), North West (1) and Western Cape (1). While many incubators indicated 
that they provide post-incubation, the extent of post-incubation services offered differed 
significantly. Some provinces, for instance Mpumalanga, only mentioned one or two 
post-incubation services such as product development (Incubator H) or linkages to 
industry experts and access to global markets (Incubator N). It was interesting to note a 
link in respect of the complexity and scope of post-incubation services with the maturity 
(number of years of existence) of the incubator. In incubators that have been existing for 
three years or more, and where SMEs have passed through the incubation process, 
such as the Gauteng and Eastern Cape- based incubators, a more defined list of similar 
post-incubation services have developed such as networking and mentoring 
programmes. In incubators which are fairly new, such as the Western Cape incubator, 
the scope of post-incubation is still limited, but may increase as more SMEs pass 
through the incubation process. 
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7.4.2.5 Value-added incubation services   
Table 7.4 highlights the emergence of value-adding services as a key theme in 12  of 
the 14 incubators included in the study. These are Gauteng (3), Eastern Cape (3), North 
West (1), Mpumalanga (1), Kwazulu-Natal (2), Limpopo (1) and Western Cape (1). 
Value-added services can be defined as those services to SMEs which extend beyond 
their basic business needs and seek to add value and grow the SME businesses. These 
are especially common in the government-funded incubators which have a specialised 
industry focus, for instance the biotechnology incubator in Gauteng, where specialist 
service providers or consultants are used to provide technical training and product 
development support, and the chemicals incubator in the Eastern Cape, where 
attorneys are used to assist SMEs with intellectual property advice and interventions. 
These value-added services are not offered in-house but sourced through external 
specialist service providers and are usually funded by the government- funded 
incubator.  
 
7.4.2.6 Subsidised versus free incubator services 
Two themes emerged in respect of the types of payment for incubator services in this 
sample. From Table 7.4 it is evident that some incubators charge a fee or part-fee for 
the incubator services provided while others provide fully free services to their SME 
clients. Six out of the 14 incubators indicated that they offer free services namely 
Gauteng (1), Eastern Cape (2), Mpumalanga (1), Kwazulu-Natal (1) and Limpopo (1). 
The decision to provide free services was often backed by the fact that these incubators 
receive full funding support from government and private sources. 
 
Eight out of the 14 incubators indicated that they offered subsidised services namely 
Gauteng (2), Eastern Cape (1), North West (1), Mpumalanga (1), Kwazulu-Natal (1), 
Northern Cape (1) and Western Cape (1). In these incubators the extent of subsidy 
varied from a nominal amount (token fee) to others which introduced a sliding scale for 
subsidy of service costs based on whether it was the first service, second service or 
third service. This subsidisation model allows the incubator to wean SME clients off full 
or part subsidy. It was interesting to  note that incubators in Gauteng, Eastern Cape, 
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Mpumalanga, Kwazulu-Natal and Limpopo province all offered free services to their 
SMEs. 
 
7.4.2.7 Provision of shared resources 
All but three incubators (based in Gauteng, Mpumalanga and Northern Cape) pointed 
out that they provide shared resources and facilities for their SME clients. Incubators in 
all provinces except the Northern Cape (M) indicated that they provided their SMEs with 
shared use of office or factory space, and shared use of tooling or equipment, and in 
some instances shared administrative personnel is also available to SMEs who cannot 
afford these services when starting their businesses. It was interesting to note that in 
both Kwazulu-Natal incubators and all three of the Eastern Cape and Gauteng 
incubators the sharing of resources and facilities seemed to be a common trend. 
 
7.4.2.8 Provision of virtual incubation 
Incubators in Gauteng (2), Eastern Cape (1), Mpumalanga (2), Kwazulu-Natal (2), 
Limpopo (1), Northern Cape (1) and Western Cape (1) indicated that they provide 
incubation services to SMEs located outside of the incubator. Two Gauteng-based 
incubators and one Eastern Cape-based incubator indicated that their incubation 
facilities only allowed them a limited intake of SMEs due to space constraints and hence 
they also extend their services to SMEs who do not reside within the incubator.  
 
Two incubators based in Mpumalanga and Kwazulu-Natal, who assist SMEs in farming, 
indicated that they provide virtual incubation because their SMEs operate on farms 
scattered outside of the incubator. Three incubators based in Kwazulu-Natal, Limpopo 
and Western Cape indicated that they use virtual incubation to promote 
entrepreneurship and enterprise development to communities surrounding the 
incubator. 
 
It was also noted that one of the three Gauteng-based incubators, two of the three 
Eastern Cape incubators and one North West-based incubator indicated that they do 
not offer virtual incubation. 
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7.4.2.9 Linkages with academic institutions 
It was noted that the incubators who indicated linkages with academic institutions were 
all located in provinces with resident universities. These were Gauteng (2), Eastern 
Cape (1), Kwazulu-Natal (2), Limpopo (1) and Western Cape (1).  
 
It is evident that SA incubators have forged close alliances with academic institutions 
including universities and further education and training colleges to assist them in 
servicing the needs of their SME clients, for instance technical support, research and 
development and technical or business skills training.  
 
Two of the three incubators in Gauteng have aligned themselves with the University of 
Johannesburg, Tshwane University and University of Witwatersrand while one of the 
three Eastern Cape incubators works closely with the Nelson Mandela Metropolitan 
University. Both Durban-based incubators have aligned themselves with the University 
of Kwazulu-Natal, while the Limpopo-based incubator is assisted by University of 
Venda. The Western Cape incubator has partnered with University of Cape Town and 
their science faculty to assist with programmes for their SMEs in the renewable energy 
industry. 
 
While there is a university in the North West, there was no formal relationship forged 
between the incubator and the local university. This could be ascribed to the fact that 
the incubator has a specialised sector focus on SMEs in beneficiation of platinum, while 
the University of the North West offers programmes in agriculture, natural and nursing 
sciences and technology. It was also interesting that two of the three Eastern Cape-
based incubators had no linkages with the local university. The ICT incubator in the 
Eastern Cape indicated that they are pursuing a relationship with Rhodes University in 
Grahamstown, because they have a more dedicated ICT faculty. The one private 
Eastern Cape-based incubator emphasised that they do not see any value in forging a 
relationship with academic institutions.  
 
235 
 
Hence, from the above it can be observed that there was little difference provincially in 
respect of the main themes and sub themes that emerged from the services offered by 
incubators. The only differences were observed in provinces where incubators had a 
sector-specific focus, thus influencing the scope of services it provided. 
 
In the next section an analysis of the results of section 7.4.1 is made by comparing the 
services of SA private and government-funded incubators. 
 
7.4.3 Private versus government funded incubator services 
The incubator services in private and government-funded incubators are discussed in 
this section. 
 
7.4.3.1  Privately funded incubators 
In the privately funded incubators, namely Incubators C and F, incubation services are 
provided to SMEs for free. These incubators indicated that they are fully funded through 
their private funders and are thus able to provide fully subsidised services to SMEs. 
These incubators also highlighted that they make use of external consultants and 
service providers to provide basic and value-adding services to accelerate the 
establishment and growth of SME clients. These incubators also indicated that they take 
significant steps in recruiting and grooming growth-orientated SMEs for incubation 
through clearly defined pre-incubation, incubation and post-incubation services. Neither 
of the privately funded incubators has a specific industry focus impacting on their 
service offerings, hence they offer primarily a generic set of business support services, 
for instance Incubator C.  
 
7.4.3.2.  Government funded incubators 
An important theme which emerged from the study is that many government-funded 
incubators were tasked to promote specific industry sectors as aligned to the New 
Growth Path, such as agriculture, ICT, chemical, biotechnology and renewable energy. 
The SMEs in these sectors require specialised support and hence the incubators 
develop a suite of demand-driven business support services to meet the needs of their 
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clients. Most of the government-funded incubators indicated that they provide in-house 
services to their SMEs clients, with a few indicating a hybrid model where basic services 
are provided in-house and specialised services are offered through external service 
providers and consultants. These government-funded incubators also generally 
indicated that they offer pre-incubation services to recruit and develop viable incubator 
clients. These incubators provide value-adding services to both on-site and virtual 
clients as well as the use of shared resources and facilities. The government-funded 
incubators also indicated strong alliances with academic institutions including 
universities and FET colleges.  
 
In this section the results of the services offered by incubators interviewed in South 
Africa were discussed in respect of the major themes which emerged relating to the 
services of the 14 incubators.  
 
 
7.4.3.3 Results of the services offered in the incubators interviewed  
These results were then analysed by comparing them on a provincial level and whether 
the incubators were privately or government-funded. The results of the incubator 
services of the incubators interviewed, in respect of the themes and sub themes which 
emerged are summarised in Table 7.5. 
 
Table 7.5: Summary of results of the incubator services in themes 
Theme Subthemes 
Provide sector-specific (demand driven) 
SME services 
• Product range has been developed in response to 
SME needs (demand driven) 
• Body of knowledge in respect of SME needs was 
used to develop a tailored suite of SME services 
• Diagnostic tool used to determine SME needs and 
develop suitable services 
• Services tailored for SMEs in specific sectors e.g. 
chemicals, agro-processing, biotechnology  and ICT 
Provide generic (supply driven) SME 
incubation services 
• Business skills 
• Personal development program  
Internal locus of incubator services 
  
• Direct SME support delivery 
• Generic services offered in-house 
• Specialist services outsourced 
External locus of incubator services 
 
• Credible partners used for service delivery to SMEs 
• Matching consultants to SME needs 
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Theme Subthemes 
Provide pre-incubation services 
 
• Specific interventions provided including diagnostic 
(needs analysis), training and coaching 
• Business idea consolidation 
• Action planning for business idea implementation 
• Business formalisation 
• Direct support from subject experts e.g. strategy and 
finance 
• Formal training prior to entry into incubator e.g. new 
venture creation 
• Business plan development 
• Feasibility assessment 
Provide post-incubation services  
 
• Specific (post – exit) interventions provided including 
virtual support 
• Alumni program 
• Networking events  
• Mentoring 
• Access to finance 
• Market development 
Provide value adding services 
 
• Market linkages 
• Specialised technical training 
• Mentoring 
• Global market access 
• Access to finance 
• Linkages to industry experts  
• Product development 
Provide subsidised or paid services 
 
• Subsidised services are provided 
• Nominal monthly fee levied and sliding scale of 
subsidy is applied 
Provide free services  
 
• Free services offered  
• Services fully subsidised by funders 
Provide shared resources 
 
• Office and factory space is provided 
• Meeting rooms, office equipment and office 
furnishing provided 
• Shared equipment (tool rooms) provided 
• Shared laboratory and testing facilities 
• Equipment rental 
• High speed internet connectivity 
• Team of core staff is provided to service SMEs 
Provide virtual incubation 
 
• Support to SMEs extends beyond the incubator 
• Walk in support provided to SMEs from outside the 
incubator 
• Community development   
Linkages with academic institutions 
 
• Research and development is provided through 
academic institutions 
• Technology innovation 
• Referral of SME spin offs  
• Technical support provided by university faculty 
• PhD partnership programs and research forums 
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From the above it is clear that SA incubators have adopted international best practice in 
respect of the services they provide to their SME clients. The services offered in pre-
incubation, incubation and post-incubation are similar to those offered in incubators in 
developed and developing countries.    
 
In the next section, the results relating to the funding sources of the 14 SA incubators 
interviewed will be discussed in more detail. 
 
7.5 RESULTS OF INCUBATOR FUNDING SOURCES  
As incubators go through the different stages of establishment, operations and 
expansion, different amounts and types of incubator financing may be required.  The 
sources of incubator funding could be pure, for instance government funded only, or 
private sector-funded only, or could also assume a hybrid nature where both 
government and private sector funding are used. In this section the sources of funding 
for incubator establishment, operational funding and sustainability strategies of 
incubators will be discussed. According to Chandra (2009:74), the funding sources of 
incubators could determine the incubators’ strategic focus and SME selection. 
Furthermore, government-funded incubators may operate with a focus on economic 
development, relative to a university-affiliated incubator which may focus on technology 
transfer. 
  
7.5.1    Results of the sources of funding for SA incubators  
Table 7.6 shows a condensed summary of the 10 themes which emerged when 
comparing the sources of incubator funding of the 14 incubators interviewed. It must be 
noted that a full discussion of the results of the interviews with the 14 incubators will 
follow after the summary and that Table 7.6 only summarises the findings in terms of 
the themes identified by incubators. 
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Table 7.6: Summary of the results of sources of incubator funding 
Themes Incubators 
Government establishment funding A, B, E, G, I, J, K, L, N 
Private sector establishment funding C, F 
Government and private sector establishment funding D, H, M 
Government operational funding  B, D, E, H, I, K, L, M, N 
Private sector operational funding C, F 
Government and private sector operational funding  A, G, J 
Financial sustainability planning  All incubators except D, F, H and M  
Lack of financial sustainability planning C, D, F, M 
Non-profit organisations registered  All incubators except C and J 
For-profit organisations registered C, J 
Key:  Gauteng: A,B,C   Eastern Cape: D,E,F   North West: G   Mpumalanga: H,I  
Kwazulu Natal: J,K  Limpopo: L     Northern Cape: M  Western Cape: N 
 
A brief discussion of the themes and sub themes summarised in Table 7.6 follows 
below. 
 
7.5.1.1 Government establishment funding 
Nine of the 14 incubators indicated that they were established through funding sourced 
from government through the Seda Technology Programme (STP).  The STP funding 
covered the full cost of establishing the following incubators: Gauteng (A & B), Eastern 
Cape (E), North West (G), Mpumalanga (I), Kwazulu-Natal (J & K), Limpopo (L) and 
Western Cape (N). 
 
7.5.1.2      Private sector establishment funding  
Two of the 14 incubators indicated that they were established solely through private 
sector-funding. Incubator C in Gauteng indicated that their establishment was fully 
funded through a single corporate funder as part of their enterprise development 
funding to comply with their BBBEE scorecard. Incubator F in the Eastern Cape have 
also established themselves as an enterprise development beneficiary and have used 
the funding received through multiple private sector funders to establish the incubator.  
 
7.5.1.3 Government and private sector establishment funding  
Three of the 14 incubators stated that their establishment costs were co-funded through 
government and private sector sources. Incubator D in the Eastern Cape indicated that 
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its establishment costs were partly funded by the local municipality, Seda Technology 
Programme and private sector funders. Incubator H mentioned a number of 
stakeholders who assisted in the establishment of the incubator, meaning that the 
building was funded by provincial government while renovations and refurbishments 
were funded through private sector funding support. Incubator M in the Northern Cape 
also indicated that their establishment was part-funded through the local municipality 
and private sector (mining) companies. 
 
7.5.1.4 Government operational funding  
Nine of the 14 incubators indicated that they were fully dependent on government 
sources for their operational funding. These incubators were B, D, E, H, I, K, L, M and 
N. Incubator N indicated that they source their full operational funding from government 
sources (Seda Technology Programme) and that a small portion of their funding is 
secured through own income generation for instance through rental collection. Incubator 
L mentioned that they source operational funding through Seda Technology Programme 
and through the Department of Agriculture in Limpopo, while Incubator M received its 
full operational funding through the Department of Economic Development and Tourism.  
 
These government-funded incubators highlighted some challenges experienced 
including the fact that the Public Finance Management Act requires stringent 
compliance conditions and rigorous reporting against prescribed performance 
indicators. Where these conditions are not met, the receipt of continued funding is 
compromised, causing severe cash-flow challenges for the affected incubator. 
Incubators B, D, E, H, I and K did not disclose their source of government funding. 
 
7.5.1.5 Private sector operational funding  
Two of the 14 incubators indicated that they source their full operational funding through 
private sector funding. Incubator C mentioned that they have secured significant funding 
over a three-year period from an automotive company as part of its BBBEE enterprise 
development, while Incubator F has also secured full funding from its BBBEE 
benefactor. Incubator F explained that where private sector companies are the principal 
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funders, they often dictate what the funding must be spent on, as well as how many 
SMEs are to be assisted.  
 
7.5.1.6 Government and private sector operational funding 
Three out of the 14 incubators indicated that they source operational funding through 
both government and private sector sources. Incubator A indicated that they source 
50% of their operational funding through government sources (Seda Technology 
Programme) and the local municipality. They source the remaining 50% through 
enterprise development support from local mining companies, the Gauteng Enterprise 
Propeller, and the local economic development agency.  
 
Incubator G indicated that they secure 80% of their operational funding from 
government sources (Seda Technology Programme) and 20% is generated from private 
sector support, namely mines, training and academic institutions and sectoral education 
and training authorities (SETAs). Incubator J highlighted that they pre-finance the 
incubation programme through its own private capital and that it only sources 70% of 
their operational funding from government sources once they report that the SME 
clients they service have achieved production yields of at least 10% more than the 
industry average.  
 
7.5.1.7 Financial sustainability planning 
Ten of the 14 incubators interviewed mentioned that they have pursued alternative 
income streams to alleviate their government funding dependence. A number of the 
government funded incubators lamented the instability of payment cycles and the effect 
that had on their operations. They added that when their performance reports were not 
timeously and accurately submitted, it caused delays in receipting repeat funding from 
government funders. These challenges have spurred the incubators to seek strategies 
to augment the funding received from government.  
 
Incubators A and B indicated that they are pursuing alternative funding opportunities 
due to cash-flow challenges experienced when government funding disbursements are 
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not received punctually. Incubator A stated that they collect a levy based on a 
percentage of their SMEs turnover and incubator C indicated that they charge nominal 
fees for rental of workspace and training.  
 
Incubator E and F said that they had launched an enterprise development strategy 
which seeks enterprise development funding from private sector companies and that 
they take equity in high-tech clients as an alternative, long-term income generation 
strategy.  
 
Incubator G indicated that they have applied for in-kind support from mines that sponsor 
metal, training institutions offering both technical and business skills and sectoral 
education and training authorities providing technical training to their SME clients. 
Incubator I and L indicated that they levy a charge for the rental of tooling, machines 
and workspace cubicles to generate income for the incubator.  
 
Incubator J indicated that they provide fee-based consulting services to small-scale 
farmers and corporate agricultural clients to generate additional income for the 
incubator. They added that revenue streams also include equity stakes and profit 
sharing in agricultural SME client companies. Incubator K mentioned that they have 
implemented a cross-subsidisation model where bigger clients who can afford to pay, 
are charged at a premium rate so as to subsidise smaller SMEs. Incubator N stated that 
they actively pursue private sector enterprise development funding and generate 
income from rental of workspace, administrative support services and business 
development support services provided to SME clients.  
 
7.5.1.8 Lack of financial sustainability planning   
Four incubators out of 14 indicated no effort or plan to pursue financial sustainability. 
Incubator D mentioned that they lacked an incentive to pursue sustainability given the 
nature of funding received from Seda Technology Programme. A three-year renewable 
funding cycle has been secured as long as the performance indicators are met.  
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Incubators C and F stated that they anticipate renewable funding secured through 
private sector funders for their incubator and thus had no intention to plan for 
sustainability. Instead they pursue a funder retention strategy to ensure that private 
sector funders continue to support the incubator.  
 
Incubator M indicated that they have no sustainability plan in place and that they strive 
to maintain their relevance in the local municipality and are guaranteed continued 
annual funding from the Department of Economic Development. 
 
7.5.1.9    Non-profit organisations registered 
Twelve out of the 14 incubators indicated that they were registered as non-profit 
organisations. These included all of the incubators except Incubators C and J. When 
asked what influenced the decision for this legal form, most of the incubators indicated 
that they registered as non-profit organisations to raise donor and grant funding, and 
that Seda Technology Programme had this as a criterion for funding, but also for them 
to attain tax exemption through South African Revenue Services as public benefit 
organisations.  
 
7.5.1.10 For-profit organisations registered 
Only two out of the 14 incubators indicated that they are registered as for-profit 
organisations, namely Incubators C and J, who emphasised that they run the incubator 
according to business principles and have a profit motive, to lead the SME clients by 
their example. 
   
In this section the results of the funding sources of incubators interviewed in South 
Africa were discussed in respect of the major themes which emerged relating to the 
funding sources of the 14 incubators. These results were then analysed by comparing 
them on a provincial level and whether the incubators were privately or government-
funded. Most government-funded incubators showed similarities in all of the themes 
listed above but there were a few incubators who indicated some differences, for 
instance the private incubators. 
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In the next section, the findings of this section will be analysed by providing a provincial 
comparison of the funding sources of the incubators interviewed. 
 
7.5.2  Provincial comparison of the funding sources of incubators 
The themes and subthemes in respect of the funding sources of incubators will now be 
compared provincially, highlighting any similarities and differences which may exist. 
 
7.5.2.1 Establishment funding 
From Table 7.6 it can be observed that the following incubators were primarily funded 
through government funding:  Gauteng (2), Eastern Cape (1), North West (1), 
Mpumalanga (1), Kwazulu-Natal (2), Limpopo (1) and Western Cape (1). These 
incubators all indicated that their establishment was made possible through government 
funding, that is Seda Technology Programme, local or provincial government funding or 
a combination of these government funding sources. 
 
Two incubators, one based in Gauteng and one in the Eastern Cape, stated that they 
were funded primarily through private sector funding. With the current changes in 
BBBEE legislation and the continued changes to the mandated enterprise development 
spending, more private sector companies are pressured to spend and hence more 
privately funded incubators are proliferating in other provinces. Three incubators namely 
Gauteng (1), Eastern Cape (1) and Mpumalanga (1) indicated that they have secured 
multi-year enterprise development funding for their incubation programmes. The one 
Gauteng-based private incubator indicated that they sourced funding from a sole 
principal funder, while the private incubator in the Eastern Cape indicated that their 
incubation programme was funded through multiple funders. It was observed that only 
three provinces, namely the Eastern Cape, Mpumalanga and Northern Cape, use a 
combination of government and private sector funding. 
 
From the above it can be seen that the provincial location does not have an influence on 
the sources of the incubators’ establishment funding.  
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7.5.2.2 Operational funding  
Given that 12 of 14 incubators are funded by Seda Technology Programme, it was 
noted that the following nine incubators indicated that they are completely dependent on 
government operational funding: Gauteng (1), Eastern Cape (2), Mpumalanga (2), 
Kwazulu-Natal (2), Northern Cape (1) and Western Cape (1).  However, three 
incubators indicated that their operational funding is sourced from a mix of government 
and private sources. These incubators are spread as follows: Gauteng (1), North West 
(1) and Kwazulu-Natal (1). 
 
Only the two private incubators located in Gauteng and the Eastern Cape respectively 
indicated that their operational funding is solely sourced from private sector funding.  
 
From Table 7.6 it was evident that provincial location did not influence the sources of 
operational funding for incubators. 
 
7.5.2.3 Financial sustainability planning 
Ten out of the 14 incubators located in all provinces, except the Northern Cape, 
indicated that they have pursued sustainability planning. It was noted that two Gauteng-
based incubators indicated that they are considering a hybrid funding model, namely 
seeking private sector funding in addition to their current government funding sources. 
With the bulk of the national financial institutions based in Gauteng for example the 
Department of Trade and Industry as well as corporate head offices, it makes it 
relatively easier for Gauteng-based incubators to contact funders and raise alternative 
funding. The two Kwazulu-Natal-based incubators both said that they have pursued 
charging for professional services offered to SMEs in incubation to raise additional 
income streams.  
 
One incubator in Gauteng, two in the Eastern Cape and one in the Northern Cape 
indicated that they have no financial sustainability plan in place. The privately funded 
incubators in Gauteng and the Eastern Cape emphasised that they have secured 
adequate funding for at least another five years and thus had no need for diversifying 
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funding options. One of the Eastern Cape incubators mentioned that they have no 
incentive to plan for financial sustainability, given the secured funding through Seda 
Technology Programme for the next three-year cycle. The Northern Cape incubator 
indicated no effort to pursue sustainability, and this can be ascribed to securing annual 
funding from the local and provincial government irrespective of the performance of the 
incubator. 
 
From the above it can be observed that there is no difference in respect of sustainability 
planning based on the provincial location of the incubators. Sustainability planning is 
thus not affected by the provincial location of the incubator. 
 
7.5.2.4    Form of incubator registration 
From Table 7.6 it was evident that the provincial location of incubators did not have an 
influence on the form of incubator registration. Incubators in all provinces indicated that 
they are registered as non-profit organisations, and this could again be attributed to 
funding being sourced from government. Only one incubator in Gauteng and one 
incubator in Kwazulu-Natal respectively indicated that they are registered as for-profit 
organisations. It is also worth noting that the form of registration is not linked to the 
sector focus of the incubator. The Gauteng-based incubator has a general 
manufacturing focus while the incubator in Kwazulu-Natal is focused on the agricultural 
and agro-processing sector. 
 
In the next section an analysis of the results of section 7.5.1 is made by comparing the 
sources of funding of SA private and government-funded incubators. 
 
7.5.3  Private versus government-funded incubators 
In this study, incubators are classified based on their primary source of operational 
funding, that is, private or government incubators. Hence even if the establishment of 
the incubator was funded by private sector funding and the operationalisation of the 
incubator is funded by government sources, it would be classified as a government-
funded incubator.  
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Twelve of the incubators were government funded while only two private sector 
incubators emerged who indicated that they are fully funded through private sector 
funders; these were Incubators C and F. These incubators were fully funded through 
enterprise development funding sourced from private/corporate companies who provide 
either programme or annual funding linked to clearly defined and measurable 
performance indicators. The incubator is required to identify a pre-determined number 
of SMEs as beneficiaries of the enterprise development funding and these SMEs need 
to comply with black economic empowerment criteria such as. management and control 
by black South Africans or historically disadvantaged individuals. While privately funded 
incubators are gaining momentum in SA it is evident that there are still more 
government-funded incubators than privately funded incubators.  
 
In this section the results of the sources of funding of the 14 incubators interviewed in 
SA were discussed in respect of the major themes which emerged. These results were 
then analysed by comparing them on a provincial level and whether the incubators were 
privately or government funded.  
 
7.5.4 Results of the funding sources of the incubators interviewed 
The results of the funding sources of the incubators interviewed, in respect of the 
themes and sub themes which emerged are summarised in Table 7.7. 
 
Table 7.7: Summary of the themes and subthemes of sources of incubator 
funding 
Themes Subthemes 
Government establishment funding • Conditional funding linked to clear performance indicators  
• Sector-specific delimitation 
• Incubator strategic intent dictated by funder e.g. Target 
market being youth, women or PDIs 
Private sector establishment funding • Single (principal) enterprise development funder 
• Multiple enterprise development funders 
Government and private sector 
establishment funding 
• Capital expenses funded through government and private 
sector partnerships 
• Local government funding support  
• Local government and private sector partnership funding 
Government operational funding  • Three year funding cycle based on attainment of KPIs 
• Annual application for repeat funding 
• Tranche based payments  
• Funding guaranteed as long as “qualitative” targets are 
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Themes Subthemes 
met irrespective of impact / quality 
• Amount of annual funding not guaranteed 
• Funding dependency 
• Undiversified funding model  
• Public Finance Management Act compliance  
• Rigorous reporting requirements 
Private sector operational funding • Annual funding cycle based on attainment of key 
milestones in incubation 
• Multiple year funding contracts 
• Beneficiaries need to be aligned to BBBEE principles 
• Undiversified funding model (private sector only) 
• Branded incubators (naming rights) in exchange for 
funding 
Government and private sector 
operational funding  
• Private sector funding used to subsidise emerging clients 
• Once impact is achieved through incubation, government 
funding is guaranteed 
• Three year funding cycle in place 
• Incubator using own private capital to fund incubation and 
claims from government where SME performs 10% above 
industry norms 
• Private sector provides in-kind funding to the incubation 
program 
Financial sustainability planning  • Considering alternative income streams 
• Selling of / charging for services 
• Charging a turnover fee 
• Charging a nominal rental fee 
• Pursuing enterprise development funding 
• Cross-subsidisation of PDI SMEs by larger SMEs who can 
pay for services 
• Charging rental for shared equipment 
Lack of financial sustainability 
planning 
• Lack of incentive for self-sustainability 
• Multi-year funding secured 
• Funder retention strategies in place 
Non-profit organisations registered  • Funders prescription 
• Special purpose vehicle for enterprise development 
funding 
• Special purpose vehicle to generate income or raise 
funding 
For-profit organisations registered • Latitude to act 
• Ability to secure hybrid funding streams 
• Ability to take equity and profit sharing from SME clients 
• Ability to be entrepreneurial 
Key:  Gauteng: A,B,C   Eastern Cape: D,E,F   North West: G   Mpumalanga: H,I  
Kwazulu Natal: J,K  Limpopo: L     Northern Cape: M  Western Cape: N 
  
From the above it can be observed that SA incubators have not adopted international 
best practice in respect of their funding sources. SA incubators are still heavily 
dependent on government sources of funding and more emphasis needs to be put on 
their financial sustainability planning to align to best practice in developing and 
developed countries. 
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In the next section, the results relating to the role of government in the 14 South African 
incubators interviewed will be discussed in more detail.  
 
7.6 RESULTS OF THE ROLE OF GOVERNMENT IN SME INCUBATION 
From the interviews conducted with the 14 incubators, it was highlighted that 
government played a significant role in the incubators, whether it was active or passive, 
and that the role of government was not limited to financial support only. It was also 
emphasised by the two private incubators (C and F), included in the sample, that 
government had little to no influence on their operations given that their source of 
funding is from private sector sources. In this section the themes and sub themes that 
emerged relating to the role of government in SME incubation will be discussed in more 
detail. 
 
7.6.1  Results of the role of government in SME incubation 
In Table 7.8, a condensed summary is given of the five themes which emerged when 
comparing the role of government in the 14 incubators interviewed. It should be noted 
that a full discussion of the results of the interviews with the 14 incubators will follow 
after the summary and that Table 7.8 only summarises the findings in terms of the 
themes identified by incubators. 
Table 7.8: Summary of the results of the role of government  
Themes Incubators 
Awareness of government support A, B, E, F, H, I, M, N 
Strategic alignment with government initiatives A, B, E, H, I, K, L, M, N 
Contractual obligations  A, B, E, G, H, L, M, N 
Types of government support  All incubators except C, E and F 
Benefits of government support  A, C, D, E, L, M, N 
Key:  Gauteng: A,B,C   Eastern Cape: D,E,F   North West: G   Mpumalanga: H,I  
Kwazulu Natal: J,K  Limpopo: L     Northern Cape: M  Western Cape: N 
 
A brief discussion of the 5 emerging themes and sub themes indicated in Table 7.7 
follows next: 
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7.6.1.1. Awareness of government support 
Eight out of the 14 incubators indicated that they were aware of favourable and 
influential government policies which could benefit them. Incubator A indicated that they 
have aligned their incubator to the second Industrial Policy Action Plan (IPAP 2) 
implemented by the SA government, which aims to promote high-growth sectors. 
Incubator A indicates that they promote SME development in the base metals sector as 
aligned to IPAP 2.  
 
Incubator B indicated that they are aware of the Department of Trade and Industry 
policies to promote exporting and that they actively assist their SME clients in applying 
for the available incentives.  
 
Incubator E indicated that they are mostly familiar with provincial and local government 
policies including the economic and job creation stimulus funds offered by the 
Development Bank of South Africa (DBSA) and the Eastern Cape Development 
Corporation (ECDC).  
 
Incubator F made specific mention of the Black Economic Empowerment codes of good 
practice passed by government, as these codes facilitate their primary income streams 
from enterprise development funding as dictated by the BBBEE scorecards. When 
private sector funders have completed their scorecards, they may be found to be 
lacking in enterprise development spending, and are thus mandated to spend a 
percentage of net profit after tax (NPAT) on enterprise development to credible 
beneficiaries such as Incubator F.  
 
Incubators H and I indicated that they are aware of the policies of the Department of 
Trade and Industry and the various services they offer to promote SME development.  
 
Incubator M explained that the launch of the Incubator Support Programme by the 
Department of Trade and Industry (DTI) is a sign that government is taking SME 
incubation seriously, and that they view incubation as an important tool in economic 
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development. The DTI initiated the Incubation Support Programme (ISP) to develop 
incubators and create successful enterprises with the potential to revitalise communities 
and strengthen local and national economies. The ISP aims to ensure that small, micro 
and medium enterprises (SMMEs) graduate into the mainstream economy through the 
support provided by the incubators.  
 
Incubator N indicated that they have aligned themselves with the provincial and national 
government policies relating to the Industrial Policy Action Plan and the proposed 
incentives to be available to SMEs in the ‘green’ and renewable energy sector.  
 
It is noted that six incubators indicated that they were not aware of favourable 
government policies for SME incubation; these are Incubator C (privately funded) and 
Incubators D, G, J, K and L (government funded).  
 
7.6.1.2    Strategic alignment with government initiatives 
Nine out of the 14 incubators indicated that they have strategically aligned themselves 
to benefit from economic development initiatives in their region.  
Incubator A indicated that they have aligned themselves with local business chambers, 
the Gauteng Economic Development Agency and the Gauteng Enterprise Propeller. 
Incubator B also indicated that they collaborate with the Innovation Hub based in 
Pretoria, to assist their biotechnology SMEs.  
 
Incubator E stated that they work closely with a number of provincial SME development 
organisations, including the Small Enterprise Development Agency (Seda), Eastern 
Cape Development Corporation and the Small Enterprise Finance Agency, to whom 
they refer their SMEs for additional business development support of business finance.  
 
Incubators H and I both indicated that they have aligned themselves with local 
economic development agencies and institutions including Seda and the Mpumalanga 
Economic Development Agency. Incubator I also indicated that they have aligned 
themselves with the economic development unit of the local municipality. Incubator K 
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said that they have established an ‘ecosystem’ of support partners including SME 
support agencies and government departments to support their SME clients.  
 
Incubator L indicated that they have aligned themselves with the Office of the Premier 
(Limpopo) and Seda to facilitate linkages for their SME clients. Incubator M indicated 
that they are closely aligned to the Department of Economic Development and partner 
in programmes and projects relating to SME development in the province. Incubator N 
indicated that they have aligned themselves with Western Cape Provincial Government 
economic development initiatives including the Atlantis Revival Programme and Green-
Cape. The Green-Cape initiative is a government-funded, industry-led initiative to 
support the development of renewable energy in the province, and gave rise to the 
establishment of Incubator N in Atlantis.  
 
Incubator C and F both indicated that they are not aligned with economic development 
initiatives in their region. It emerged that while they were aware of initiatives and 
institutions operating in their region, they preferred to remain independent and Incubator 
C emphasised that they prefer to operate in a self-sufficient manner and avoid the 
bureaucracy of government initiatives. 
 
7.6.1.3      Contractual obligations  
Incubators A and B indicated that because government is their primary funder, they 
dictate the strategic intent of the incubator. Incubator E stated that since government 
are currently the architects of the policies that govern Incubators, they have direct 
influence on their strategic intent.  This was further confirmed by Incubators G, H, L and 
M who emphasised that government (through the DTI) determine the key performance 
indicators (KPIs) of the SME indicators and thus also influence their strategic intent to a 
great extent by prescribing specific KPIs.  
Incubator N indicated that government at the provincial level have drafted and 
implemented the renewable energy strategy and SME development strategy which led 
to the establishment of the incubator and their strategic intent, which is promoting the 
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development of SMEs in renewable energy sector and hence the sector focus of this 
incubator is in the renewable energy industry. 
 
7.6.1.4    Types of government support  
Incubator A, indicated that the major support from government was financial in nature, 
and funded the establishment and operational costs of the incubator. Incubators B, G 
and K also emphasised that they receive funding from government but added that they 
receive invitations to participate in national and international trade shows and marketing 
pavilions to showcase their SME clients. 
 
Incubator D and N added that government provides them with strategic oversight  that is 
where their attainment of key performance indicators are monitored quarterly and 
annually by the Seda Technology Programme and interventions are implemented to 
ensure that they comply with these indicators.  
 
Incubator H and J explained that government (Seda Technology Programme) assisted 
them with institutional capacity building opportunities through both local incubator 
management training and international training opportunities to remain abreast of best 
practices in SME business incubation.  
 
Incubator I added that government provided them with linkages to other complementary 
projects such as Eskom Development Foundation who also assist their SMEs with 
specific support interventions like automation of manufacturing processes and 
assistance to SME farmers with their electrification needs on farms. Incubator L stated 
that apart from funding support from government, they have also been assisted with 
infrastructure for instance where vacant land and farming equipment is provided to 
emerging SME farmers by the Department of Agriculture and where concessions are 
provided in respect of water and electricity to the SME farmers in the biodiesel sector.  
 
Incubator M indicated that government have provided them with unused buildings which 
have subsequently been converted to expand the incubator. 
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7.6.1.5     Benefits of government support  
Seven out of the 14 incubators indicated that the services offered by government have 
been beneficial to them. Incubator A indicated that they actively refer their SME clients 
to institutions such as Gauteng Enterprise Propeller, Small Enterprise Development 
Agency and the National Youth Development Agency. They added that these agencies 
do come with many barriers to entry for SME clients but that their services remain 
relevant.  
 
Incubator C indicated that government agencies have specific mandates such as 
National Youth Development Agency with a priority focus on youth and have a greater 
geographic reach than the Incubator does. The incubator is thus able to signpost clients 
to specific government agencies where these SMEs are aligned to the target audience 
of the government agencies.  
 
Incubator D emphasised working with government allows for collaboration and 
integration to avoid duplication of services. Incubator E stressed that different 
government agencies offer a broad spectrum of services which may be needed by SME 
clients.  
 
Incubator L indicated that the services offered by government agencies are often free or 
heavily subsidised and are thus accessible to SME clients. Incubator M emphasised 
that the government agencies currently provide more services than what is offered 
within the incubator itself. The incubator thus focuses on managing workspace for SME 
clients and refers their SME clients to the government agencies for business 
development and finance support services.  
 
Incubator N stated that there are specific services which are best offered by government 
agencies such as SME funding and that this allows the Incubator to focus on their core 
business. They  added that the support provided by government agencies was more 
favourable to non-profit incubators and that more support could be provided to private 
sector-driven Incubators. 
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In this section the results of the role of government in the 14 incubators interviewed in 
SA were discussed in respect of the major themes which emerged. These results were 
then analysed by comparing them on a provincial level and whether the incubators were 
privately or government funded. Most government funded incubators showed similarities 
in all of the themes listed above but there were a few private incubators who indicated 
some differences.  
 
In the next section, the findings of this section will be analysed by providing a provincial 
comparison of the role of government in the incubators interviewed. 
  
7.6.2  Provincial comparison of the role of government  
The themes and sub themes in respect of the role of government to incubators will now 
be compared provincially, highlighting any similarities and differences which may exist. 
 
7.6.2.1   Awareness of government support 
The incubators in Gauteng (2), Eastern Cape (2), Mpumalanga (2), Northern Cape (1) 
and Western Cape (1) indicated that they were aware of influential and favourable 
government policies available to incubators and their SMEs. Six incubators indicated 
that they were not aware of favourable government policies and these included the 
privately funded incubator in Gauteng and government-funded incubators in the Eastern 
Cape (1), Mpumalanga (1), both incubators in Kwazulu-Natal (2) and Limpopo (1). 
 
7.6.2.2    Strategic alignment to government initiatives  
Incubators in all provinces, except the North West, indicated that they have strategically 
aligned themselves to access and benefit from economic development initiatives in their 
region. These incubators included Gauteng (2), Eastern Cape (1), Mpumalanga (2), 
Kwazulu-Natal (1), Limpopo (1), Northern Cape (1) and Western Cape (1). It was clear 
that the provincial location of the incubator did not influence its strategic alignment to 
government initiatives. The incubators who did not align themselves to government 
initiatives included those in Gauteng (1), Eastern Cape (2), North West (1) and 
Kwazulu-Natal (1). These include the two private incubators who clearly stated that 
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while they may be aware of government support and initiatives, they do not make use of 
these services and programmes since they are fully funded by the private sector. 
 
7.6.2.3    Contractual obligations  
Eight of the 14 incubators including Gauteng (2), Eastern Cape (1), North West (1), 
Mpumalanga (1), Limpopo (1), Northern Cape (1) and Western Cape (1), indicated 
knowledge of the contractual obligations that arise from strategic alignment with 
government initiatives. It was interesting to note that all of these incubators were funded 
by government. These incubators stated that their funding contracts with government 
came with specific conditions such as where their sector focus would be prescribed for 
instance the biotechnology incubator in Gauteng and the renewable energy incubator in 
the Western Cape. Six incubators including Gauteng (1), Eastern Cape (2), 
Mpumalanga (1) and both in Kwazulu-Natal (2) did not see contractual obligations as a 
major theme. Both of the private incubators in Gauteng and Eastern Cape are included 
in this number and this is expected, seeing that they do not receive any funding from 
government sources.  It is also interesting to note that this group also includes both of 
the agricultural incubators located in Mpumalanga (1) and Kwazulu-Natal (1). This could 
be ascribed to the fact that these incubators SMEs may not necessarily require the 
typical government programmes and incentives. 
 
7.6.2.4 Types of government support to incubators 
The following provinces indicated various types of services they received from 
government: Gauteng (2), Eastern Cape (1), North West (1), Mpumalanga (2), Kwazulu-
Natal (2), Limpopo (1), Northern Cape (1) and Western Cape (1).  Incubators in all 
provinces indicated that they received government support and the only differences 
observed were the types of government support indicated by incubators in different 
provinces for instance  in provinces with agricultural incubators such as Mpumalanga 
and Limpopo the services provided by government were more focused on agricultural 
support. The Mpumalanga-based incubators also indicated that they received 
benchmarking and capacity building support from government.  
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7.6.2.5 Benefits of government support  
Incubators in the following provinces indicated that they found government support 
beneficial: Gauteng (2), Eastern Cape (2), Limpopo (1), Northern Cape (M) and 
Western Cape (1). These incubators highlighted that the government agencies have 
different mandates and thus provide tailored services for a wide audience of SMEs. 
Incubators in Gauteng (2) stated that government support reduced the service burden of 
incubators and that government has a greater geographic reach hence SMEs who are 
not in close proximity to the incubators could still be serviced through government 
agencies such as the Small Enterprise Development Agency. Incubators in Gauteng (2) 
and Eastern Cape (1) suggested that they facilitate access to government support for 
their SME clients and that there is potential for collaboration with government in respect 
of service delivery. Where SMEs fall within the 18 to 35 age group, these could be 
effectively serviced through the National Youth Development Agency. Thus, where the 
incubator may not be able to assist all SMEs they could refer them to government 
agencies for service delivery. 
 
In the next section an analysis of the results of section 7.6.1 are made by comparing the 
role of government in SA private and government-funded incubators. 
 
7.6.3  Role of government in private versus government funded incubators 
It is noted that both private and government incubators acknowledged the role of 
government in SME incubation but the extent to which government influenced private 
and government incubators is what differed, and is discussed in the next section. 
 
7.6.3.1 Privately funded incubators 
Only two incubators emerged who indicated that they are fully funded through private 
sector funders. These were Incubators C and F. Both of these incubators emphasised 
that they are aware of government programmes and support but that they have no need 
for government involvement in their incubator operations. Incubator F acknowledged 
that the BBBEE legislation driven by government is the only policy that is of interest to 
them. They added that they choose to remain unattached to government and that their 
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interaction with government is limited to referring their eligible SME clients to benefit 
from the services of government agencies.  
 
7.6.3.2 Government funded incubators 
Nine out of the 14 incubators indicated that they are fully funded through government 
funders. These incubators emphasised that funding is the primary connection to 
government and that it serves as a gateway for government to directly influence the 
strategic intent and operations of the incubators. In some instances government directly 
influenced the core sector focus of the Incubator for example Incubator A in Gauteng 
focusing on the base metals sector and Incubator N in the Western Cape focusing on 
the renewable energy sector.  
 
The government funded incubators also indicated that government support extended 
beyond funding and included strategic oversight, infrastructure support, market access 
for SME clients and institutional capacity building. These incubators emphasised that 
they have strategically aligned themselves to various government initiatives and that the 
government programmes are beneficial to incubators. 
 
In this section the results of the role of government in the 14 incubators interviewed in 
SA were discussed in respect of the major themes which emerged. These results were 
then analysed by comparing them on a provincial level and whether the incubators were 
privately or government funded.  
 
7.6.3.3 Results of the role of government in the incubators interviewed 
The results of the role of government in incubators interviewed, in respect of the themes 
and sub themes which emerged are summarised in Table 7.9. 
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Table 7.9: Summary of the themes and subthemes in respect of the results on 
the role of government  
Theme Subtheme 
Awareness of government support 
 
• Promotion of renewable energy technologies  
• Industrial Policy Action Plan 
• Broad Based Black Economic Empowerment 
• Jobs Fund 
• Provincial Stimulus Fund 
• DTI BBBEE SME incentives 
• Incubator Support Programme through DTI 
Strategic alignment with government 
initiatives 
 
• Alignment with economic development agencies 
• Alignment with government enterprise promotion 
agencies 
• Collaboration with Innovation Hubs 
• Alignment with government departments 
• Alignment with government funding agencies 
Contractual obligations 
 
• Specialisation e.g. renewable energy strategy 
• Strategic intent influenced by government funder 
• Sector focus prescribed 
• Key performance indicators are prescribed 
Types of government support  
 
• Funding 
• Strategic oversight 
• Market access for SME clients 
• Benchmarking 
• Infrastructure support 
• Institutional capacity building 
• Linkages with complimentary government projects 
Benefits of government support 
 
• Reducing service burden for incubators 
• Greater geographic reach 
• Allows incubators to specialise 
• Provides services to incubator clients 
• Access to funding for SMEs 
• Affordable services (free or subsidised) 
• Reducing duplication of services 
• Potential for collaboration in service delivery 
Key:  Gauteng: A,B,C   Eastern Cape: D,E,F   North West: G   Mpumalanga: H,I  
Kwazulu Natal: J,K  Limpopo: L     Northern Cape: M  Western Cape: N 
 
In this section the results of the four best practises in the 14 SA incubators were 
presented and in the next section, a summary will be provided.  
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7.7 SUMMARY 
In this chapter, the results of the 14 qualitative interviews conducted with incubator 
managers in respect of the four best practice areas that were identified were presented. 
The four best practice areas were strategic focuses, incubator services, funding sources 
and the role of government. The results of each best practice area were presented by 
first indicating the main themes that emerged when comparing the 14 interviews using 
the constant comparison data analysis method. An interprovincial comparison was 
provided for each best practice area to highlight any similarities or differences within the 
provinces. The best practice areas were also compared in respect of government and 
private incubators to identify any similarities or differences which may have occurred. A 
summary was provided for each best practice area in respect of the main themes and 
sub themes which emerged during the comparison between the 14 incubators. 
In Chapter 8 a summary of the study will be provided, followed by conclusions on the 
four best practices investigated. Suggestions and recommendations will be provided on 
how the best practices could be utilised to assist in creating an enabling SME incubation 
environment. The contributions of this study to the field of creating an enabling 
environment for SME incubation will be highlighted, after which the limitations of the 
research will be discussed. The chapter will conclude with recommendations for future 
research and guidelines to create an enabling SA incubation environment.  
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CHAPTER 8 
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 
 
8.1  INTRODUCTION 
Chapter 7 included an analysis of the research results collected during the empirical 
investigation. The data analysis started with the identification of themes and a 
discussion of the differences and similarities which emerged. The initial findings were 
further analysed by providing a provincial comparison of the differences and similarities 
in respect of the best practices in incubators. The initial findings were also analysed by 
providing a comparison of the differences and similarities in respect of the best 
practices in government and private incubators.  
 
While research in the area of SME incubation is growing, one of the aspects where 
limited research has been conducted is how best practices can create an enabling 
environment for SME incubation. It was also important to establish how SA incubators 
compare to global best practices, in both developing and developed countries. This 
study also aimed to explore how the four best practices identified from literature, namely 
strategic focuses, sources of funding, incubator services and the role of government in 
incubation, could be utilised to create an enabling environment for SME incubation.  
 
Chapter 8 commences with a summary of the study, followed by conclusions on the four 
best practices investigated. Suggestions and recommendations will be provided on how 
the best practices should be utilised to assist in creating an enabling SME incubation 
environment. The contributions of this study to the field of creating an enabling 
environment for SME incubation are highlighted, after which the limitations of the 
research are discussed. Recommendations for future research are made, and the 
chapter is concluded. 
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8.2  SUMMARY OF THE STUDY 
This study is comprised of the following eight chapters: 
 
The study commenced with Chapter 1 in which an introduction and background of the 
study was provided, and the problem statement along with the research objectives was 
outlined. The terminology and concepts used in the study were clarified. A brief 
methodology was provided and thereafter the structure of the study was given.  
 
Chapter 2 outlined the research design, the main research paradigms and a motivation 
of the selection of the qualitative research paradigm for this study. The population, 
sample and sampling procedure were highlighted. The data collection methods were 
discussed in relation to secondary and primary research collection. The primary data 
collection procedure included a comprehensive description of how and where the data 
was collected, as well as the interview schedule used during the empirical investigation. 
The methods used for data analysis were described and the chapter concluded with a 
discussion on how the trustworthiness of the study was ensured. 
 
The literature review was covered in Chapters 3, 4 and 5 and was briefly summarised in 
this section. The literature review provided a source for extracting theory and definitions 
and aided the researcher in preparing the interview schedule, grounded on the literature 
on the topic of SME incubation.  
 
The literature review began in Chapter 3, with a discussion on the entrepreneurship 
process, with entrepreneurship defined as a way of thinking, reasoning and acting that 
gives rise to new business opportunities. The role of entrepreneurship in developing the 
economy was emphasised. A description of business incubators and the business 
incubation process was provided. The business incubator was described as a facility 
that provides an enabling environment and the required resources to accelerate SME 
growth. The business incubation process was described in respect of the pre-incubation 
role, that is, where the incubator tests the markets for aspiring incubator clients and 
clients are able to test the feasibility of their business idea. The incubation phase itself is 
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characterised by intensive business support to incubator clients, for instance training, 
business advice, financial support and technological support was discussed as well as 
the post-incubation services provided by incubators. Various types of incubator models 
were discussed and the advantages and disadvantages of each were explained. 
 
Chapter 4 discussed the enabling environment for SME incubation and included a 
discussion on the support structures and types of support that could create an enabling 
environment for SME incubation. The support structures included access to private and 
public sector support, support such as funding, networking and collaboration in the SME 
incubation environment.  Types of enterprise development strategies and a favourable 
legal, policy and regulatory framework were also discussed. 
 
Chapter 5 commenced with the identification of the best practices of incubators around 
the world. An overview of the geographic scope and scale of SME incubation was 
provided. From this information three countries in developing and developed countries 
were chosen. The developed countries selected included incubators in the United 
States of America, United Kingdom and China and the developing countries included 
incubators in Brazil, India and South Africa. South Africa was included in the developing 
countries as the focus of the study is on which lessons can be learnt from incubator best 
practices in developed and developing countries. Four best practice areas were chosen 
to be investigated, namely strategic focus, sources of funding, incubator services and 
the role of government. 
 
Chapter 6 provided a biographical profile of the 14 incubators interviewed.  Firstly, it 
gave a brief profile of the incubator manager interviewed, in respect of their gender, 
race, age, work experience and number of years of incubator management experience. 
This was followed by a description of the incubator in terms of its location, sector focus, 
form of registration, number of years of existence, number of staff and number of SMEs. 
The chapter concluded with a summary of the incubators in terms of the incubators 
interviewed in terms of the management profile and incubator profile.  
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In Chapter 7 the results of the 14 qualitative interviews conducted with incubator 
managers on the four identified best practice areas (strategic focuses, sources of 
funding, services offered and role of government) were presented. Thereafter an 
interprovincial comparison was provided as well as a comparison between government 
funded and privately funded incubators with regard to the best practice areas.  The 
suggestions made by the incubators in respect of the four best practice areas were 
discussed and the results of the SA incubators best practices would also be compared 
against world best practices 
 
Chapter 8 provides a summary of the study. The study will be concluded by comparing 
the results of the SA incubators best practices against world best practices in developed 
and developing countries. Based on these conclusions, recommendations are provided 
on the four best practices to assist in creating an enabling SME incubation environment 
in SA. The contributions of this study to the field of SME incubation in SA are 
highlighted, and recommendations for future research areas to explore are made. A 
final conclusion of the chapter is provided. 
 
The primary objective of this study was to investigate the best practice factors impacting 
on the creation of an enabling environment for SME incubation. This objective was 
achieved, with the findings that the best practices, indicated by the 14 participants in the 
case study on SME incubators and enabling environment, provided a platform to create 
an enabling environment for SME incubation. 
 
The incubators’ ability to implement best practices in respect of strategic focuses, 
funding sources, incubator services and role of government, all contribute to the 
creation of an enabling SME incubation environment. According to infoDev (2010:30), a 
conducive and enabling environment for incubation is critical.  Business incubators 
occupy a unique position in the entrepreneurship development ecosystem and interact 
with all the other stakeholders such as government, academia and industry, to create 
effective relationships that can create a more enabling environment for SME incubation 
(Khalil & Olafsen, 2008:70-71).  
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Table 8.1 illustrates how the secondary objectives in this case study were met. 
Table 8.1:  How secondary objectives were met 
SECONDARY OBJECTIVE HOW OBJECTIVE WAS MET 
To investigate the most appropriate 
research design to obtain rich data 
on SME incubation 
This has been achieved in Chapter Two where the research 
methods were discussed and the most appropriate paradigm and 
research approach viz. qualitative research was identified. The 
preferred data collection methods were identified including the 
survey method, email, fax and telephonic surveys were also 
highlighted. The design of the interview schedule was described. 
The preferred data analysis methods were identified including 
unique case orientation, content analysis, constant comparison and 
grounded theory. 
To conduct a literature study on the 
SME incubation process 
This has been achieved in Chapter Three. Relevant literature, with 
particular emphasis on SME incubation was reviewed and 
discussed. This included a discussion on the entrepreneurship 
process and a description of incubators and the incubation process. 
The SME incubation process was discussed in respect of the pre-
incubation, incubation and post-incubation phases thereof. A 
discussion was also provided on the various types of incubator 
models and the advantages and disadvantages of each.  
To explore literature on the 
incubator support structures and 
services needed to create an 
enabling SME incubator 
environment 
This has been achieved in Chapter Four. Relevant literature, with 
particular emphasis on the enabling environment for SME 
incubation was discussed. Literature relating to the support 
structures and types of support that can create an enabling 
environment for SME incubation were also discussed. 
To conduct a desktop study on the 
best practices in business 
incubation in developed and 
developing countries 
This has been achieved in Chapter Five. A global perspective of 
SME incubation was provided starting with a discussion on the 
geographic spread of incubators. A discussion on business 
incubation in developed countries including USA, China and the UK 
was provided followed by a discussion on business incubation in 
developing countries including Brazil, India and South Africa. The 
four identified best practices namely strategic focus, sources of 
incubator funding, incubator services and the role of government 
was discussed for each of these countries and was summarised in 
a table to plot and compare the existence of the driving forces in 
each country.  
To empirically investigate the best 
practices of fourteen South African 
business incubators 
This has been achieved in Chapter Seven (results of research 
study) where the four best practices (strategic focus, sources of 
incubator funding, incubator services and role of government) were 
presented. The best practices were then compared inter-
provincially to identify differences and/or similarities. The best 
practices were also compared in respect of private and/or 
government funded incubators to identify any differences and 
similarities that may exist.  
To assess how South African 
incubators compare with global 
incubators in respect of the four 
identified best practices 
This has been achieved in Chapter Eight. The results of the SA 
incubators, relating to their best practices, were compared with best 
practices in developed and developing countries to identify 
differences and/or similarities.    
To provide guidelines on which 
best practices to follow to create an 
enabling environment for SME 
incubation in South Africa 
This has been achieved in Chapter Eight. Suggestions from 
incubator managers interviewed in the study and conclusions 
drawn in Chapter Eight were used to compile guidelines on SA 
incubators can create an enabling environment for SME incubation. 
Source: Own Construct (2012) 
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In the next section the conclusions and recommendations of the biographical profile of 
the 14 incubators and incubator management will be discussed. 
 
8.3 CONCLUSIONS AND RECOMMENDATIONS OF BIOGRAPHICAL PROFILE OF 
THE INCUBATORS AND MANAGEMENT  
Based on the biographical profile of the incubators and their management team, it can 
be concluded that: 
 Most incubator managers are male and are appointed without having formal 
business incubation experience; 
 Most incubator managers are involved in the incubator for less than 2 years, 
indicating a high turnover of management at the incubators; 
 Most incubator managers have been appointed because of sector specific 
experience as opposed to incubator management experience;  
 Many incubators have vacant positions, indicating that either they did not have 
adequate funding to employ staff or battled to recruit staff with the relevant skills 
and competence;  
 There is no relationship between the staff complement and the number of SMEs in 
incubation; 
 Most general incubators have between 15 and 20 SME clients and are relatively 
smaller than specialised incubators; 
 Incubators in the agricultural and agro-processing sectors yield the most SMEs in 
incubation and can also be considered the highest job drivers; 
 Virtual incubators have not actively taken off in SA as yet; 
 Most SA incubators have been existing for less than 10 years; 
 The incubator and its incubation programmes are dependent on the experience 
and competence of the incubator manager and how actively they champion 
development; 
 In-house services offered in the incubator depend on the staff complement and 
their competence and skills; 
 Most incubators are government funded, which may explain why sustainability was  
not actively pursued; and 
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 Most government incubators attempted to implement a ‘standardised incubation 
model’, in other words a not-for-profit organisation for ease of raising government 
funding, but which limits its strategic focus. 
 
The following recommendations are proposed: 
 Incubators should appoint competent and skilled management teams since the 
success of incubators depends largely upon the quality of its management; 
 It is recommended that the selection criteria for incubator management not be 
solely focused on sector expertise but should also include business acumen, 
leadership skills, financial management skills and the ability to network across all 
industry sectors at corporate, public and academic levels; 
 Succession planning should be pursued to ensure that staff are multi-skilled and 
equipped to fill vacancies which may arise; 
 The incubator staff structure should allow for a second level of management to 
ensure that accountability and management tasks are spread, to ensure that the 
organisation is not crippled if the incubator manager leaves;  
 Suitable incubator management training courses should be explored to ensure that 
management teams are equipped to perform in their requisite key performance 
areas; and 
 Incubators should explore alternative forms of registration which could aid their 
pursuit of sourcing alternative funding streams. 
 
In the next section the results are concluded in terms of the four best practices 
investigated. Recommendations are also provided for each of the four best practices. 
 
8.4  CONCLUSIONS AND RECOMMENDATIONS ON BEST PRACTICES 
The conclusions and recommendations will be based on the results of the 14 interviews 
with incubator management in SA (Chapter 7) and on the desktop research in Chapter 5 
which provides a review on incubators in developing and developed countries. 
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8.4.1 Conclusions and recommendations on strategic focus 
A provincial comparison of South African incubators reveals that their strategic focuses 
are greatly influenced by the industry prevailing in the provinces where the provincial or 
the local government influences the strategic focuses of incubators to drive enterprise 
development in targeted provincial growth sectors. The sectors targeted were 
agricultural, mining and mineral, renewable energy and socio-economic development, to 
alleviate unemployment and poverty prevailing in the provinces.  
 
Private incubators do not have an industry-specific focus but service all sectors and 
apply more stringent selection criteria in respect of new SME entrants into their 
incubation programmes while pursuing qualitative strategic objectives such as 
identifying fewer high growth potential SMEs and supporting them intensively towards 
business growth.  Furthermore, it seems that private incubators are funded primarily 
through enterprise development or socio-economic development budgets of private 
companies as fuelled by their need for compliance with BBBEE.  Government funded 
incubators have a strategic focus guided by government developmental goals such as 
the promotion of BBBEE and high growth sectors for industrial and economic reform, as 
well as addressing socio-economic challenges.  Government funded incubators also 
have a more relaxed selection of criteria for new SMEs with quantitative strategic 
objectives, for instance to increase the number of SMEs in incubator and number of 
minorities or historically disadvantaged individuals. 
 
Developing countries such as Brazil have a benchmark to measure SME growth based 
on its small business policies.  In SA the results of the annual Global Entrepreneurship 
Monitor are used as a benchmark to improve SA’s total entrepreneurial activity.  The 
strategic focuses in developing countries such as Brazil and China include job creation, 
economic development, commercialising technology and promoting technology and 
innovation, and were tasked to promote entrepreneurial culture and stimulate economic 
development at a regional level. The Indian incubators showed added strategic focuses 
including the creation of technology-based SMEs, facilitating technology transfer and 
support to high-technology SMEs through their Science and Technology Enterprise 
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Parks.  These incubators are in a completely different league to SA incubators where 
the few science and technology incubators in the biotechnology, biodiesel and ICT 
sectors merely focus on social development.  The SA SME development fraternity 
including Seda and the DTI, have followed strategic best practices of developing 
countries such as Brazil and India, which contributes towards the similarities found in 
the visions and missions of SA incubators, with the exception of promoting BEE, 
cultural- and socio-economic development.  
 
The strategic focus of SA is similar to those in developed countries, such as USA, China 
and the UK, in terms of job creation, fostering an entrepreneurial climate, economic 
development, accelerating local industry growth by targeting specific industry sectors, 
commercialising technology and promoting technology and innovation.  Chinese 
incubators were initially more socio-economical but owing to the transition to a socialist 
market economy, have changed to a technology incubator focus aligned to national 
growth targets, being sustainable and creating an active entrepreneurial culture. SA 
incubators are well aligned with current developed countries’ best practices in respect of 
high-growth sector incubation and a strong focus on entrepreneurial development, 
although not to the same extent.  The SA incubators’ focus may change once industry 
targets of black participation through BBBEE are achieved.  However, in developed 
countries, governments address socio-economic challenges while in SA it is expected to 
be resolved in the incubator-incubation ambit with government providing incubator 
funding. In developed countries they have as a strategic focus mainstreamed 
sustainability planning and hybrid funding models.  
 
It is recommended that: 
 Existing incubators reposition themselves and new incubators ensure alignment to 
government policies and instruments such as the Industrial Policy Action Plan and 
the National Growth Plan. This could imply focusing on developing SMEs in high-
growth industry sectors such as the technology sector, as was done in China and 
India. It would be advisable that incubators in SA work more closely with 
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universities and other research institutions in their respective provinces to assist 
with identifying opportunities in the technology sector to reposition themselves; 
 A more stringent SME screening tool be developed to assess both the 
entrepreneur and their business idea, as was done in China.  The assessment of 
the entrepreneur could be in terms of their desire to succeed and other identified 
entrepreneurial characteristics. An existing tool such as the General 
Entrepreneurial Tendency assessment could be adapted for this purpose (Bulsara, 
Gandhi & Porey, 2010:7).  
 Incubators in SA can use best practice screening methods for business ideas as 
evident in the USA and UK where SMEs are requested to compile a business plan 
of their proposed business idea and present this to a screening and selection 
panel appointed by the incubator.  Generic business plan tools and templates are 
available on Internet. The incubator could then evaluate the business idea for high-
growth potential and whether the business idea fits into the sectorial focus of the 
incubator; 
 Incubators follow best practices of developing countries such as Brazil and India 
and developed countries such as UK and be more entrepreneurial developmental 
and less socio-economically orientated. This could be included in the screening 
criteria as indicated above, where the focus is on recruiting SMEs with growth 
potential to improve the quality and calibre of SMEs in incubation.  The incubator 
will then have more appropriate SME development solutions targeting high-growth 
SME development and impact.  The incubator should also recruit the right 
incubator staff to provide business development assistance and technical support 
in the technology and management fields, which could assist the SMEs;  
 Incubators pursue qualitative strategic objectives by measuring the impact of SME 
incubation instead of focusing on quantitative strategic objectives currently 
pursued by most SA incubators in terms of increasing the number of SMEs 
incubated, number of jobs created and so on. This will require that an impact 
assessment tool be developed to measure the baseline indicators (status quo 
within the SME at the time of entering the incubator) with frequent assessment 
periods of the impact of the SMEs at least annually, but preferably measured on a 
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quarterly basis.  South Africa should explore developing an impact assessment 
tool or amend the Seda reporting tool to measure the impact (extent to which the 
SME grows or improves) to provide the incubator with an indication of whether its 
programmes and offerings are effective. The incubator can also then review its 
strategic offerings on a continuous basis and ensure it remains abreast of its SME 
needs; 
 Networking and stakeholder collaboration be practised by incubators by pursuing 
partnerships with government, private sector and academia. SA can follow Brazil’s 
best practice triad of the triple helix, which implies an interconnectedness and 
reciprocated value opportunity between government, private sector and academia.  
Incubators must define the support needed from government, private sector and 
academia, and enter into meaningful memoranda of understanding (MOUs) to 
ensure that each party is able to fulfil their role in this triad network. These 
partnerships do not necessarily need to leverage funding, but could enhance 
reciprocal value for instance where the incubator could improve awareness and 
use of government incentives, programmes and tools for incubator clients, create 
or leverage market opportunities for SMEs in the corporate sector and facilitate 
commercialisation. The incubator could also leverage research and development 
support from universities for their SMEs. In addition to the MOUs the incubators 
could host regular work summits where the network partners could meet to discuss 
their strategic agendas with the incubators; 
 Incubators pursue an annual incubator benchmarking exercise which will require 
maintaining a comprehensive management information system and benchmark 
findings against local and international best practices such as in the USA. 
Government, or the SA Business Technology Incubator Association (SABTIA), 
should champion an annual benchmarking self-assessment exercise to investigate 
the performance of incubators and share the findings and best practices in a 
published document in a public platform for peer review.  The results of the 
benchmarking exercise will point out areas of improvement required by the 
incubator and ensure that incubators focus on being competitive and improving on 
a  continuous basis; and 
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 An incubator forum be established such as in the USA and UK, as most incubators 
have similar primary objectives relating to job creation, poverty alleviation, socio-
economic and entrepreneurial development. It would be valuable to establish an 
incubator forum in provinces with more than one incubator as it could provide a 
platform to share challenges, pursue collaboration where possible, and identify 
areas of duplication. The incubators could then rather combine their resources to 
provide more effective and cost-effective solutions aligned to their primary 
objectives, where all incubators benefit. 
 
In the next section the conclusions and recommendation on incubator services offered 
will be discussed.  
 
8.4.2 Conclusions and recommendations on services offerings 
All SA incubators provide pre-incubation services. The extent of the pre-incubation 
services was more pronounced in provinces with high poverty levels and unemployment 
rates where it is used as a filtering mechanism to identify eligible SMEs for incubation, 
as opposed to necessity entrepreneurs opting to start a business because of 
unemployment.  The pre-incubation services in these provinces are offered internally by 
incubator staff and include the assessment of business ideas of the incubation 
applicants, assistance in respect of generating business ideas, feasibility studies of 
proposed business ideas, business management skills training to improve the 
entrepreneurs’ chances of starting the business.  Some provinces have a pre-incubation 
phase of a maximum of one year where incubation applicants complete a New Venture 
Creation training programme, after which they are screened to determine if they are 
suitable incubation candidates.  
 
All SA incubators offered post-incubation services to graduates or SMEs that exit the 
incubator and include networking sessions, continued monitoring and evaluation, 
business linkages for market access and exposure at trade fairs or international trade 
pavilions.  This was more pronounced in provinces with limited access to SME support 
infrastructure and an attempt to sustain SME growth and development beyond 
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incubation. There seemed to be a referral mechanism for support assistance in place in 
provinces with access to SME support infrastructure. Some incubators are fortunate to 
be linked to academic institutions such as universities, technology stations and further 
education and training colleges which assist their SMEs with research, development 
and technical support.  
 
It seems that the location of incubators does not influence the type of incubator services 
offered but in some provinces not linked to an academic institution, result in limited SME 
development support as their business development services and training are 
outsourced to external service providers.  More mature and longer established 
incubators are able to offer a wider scope of services to their SME clients in-house as 
their staff complements are larger. However, in sector specific provincial incubators the 
scope of services is demand-driven and offered by external experts as incubator staff 
were not knowledgeable enough to provide the training. 
 
There was not much difference in respect of the type of services provided by private or 
public (government) funded incubators, except that privately funded incubators use 
external experts to assist the SMEs while public-funded incubators offer some services 
in-house and outsource others. The private incubators offer a range of free generic 
services such as business registration, advice, business skills training, book-keeping 
and accounting services and more specialised services such as a marketing or 
business plan outsourced to external service providers.  Public funded incubators offer 
demand-driven partially subsidised services such as access to suitable workspace, 
shared administration services, book-keeping services, business skills training, 
business advice, counselling, mentoring and coaching to meet the needs of their SME 
clients.  
 
The pre-incubation services in developing countries and SA incubators were similar to 
those in developed countries with a focus on developing the entrepreneur and their 
business ideas through entrepreneurial training, assistance with business idea 
generation and development of business plans prior to incubation. The pre-incubation 
274 
 
services also included business registration and assistance with start-up funding to 
ensure suitable SMEs were recruited for the formal incubation process.  In developed 
countries and in some SA incubators the pre-incubation phase culminated with the 
completion of a business plan which is then assessed for entry into the incubation 
programme. 
 
Post-incubation services in developing countries were also similar to those in developed 
countries and mostly offered virtually to include less tangible services such as 
networking sessions, and facilitating access to markets for SME clients. In SA, 
incubators with a sector-specific focus provide more value-adding technical services to 
support their SME clients, similar to Indian incubators, to include ‘hard services’ such as 
access to research and development, testing and calibration services, prototype 
development and quality assurance services for their SME clients.  SA sector focused 
incubators have aligned their best practices to those in UK and US and China except 
that the size of the Chinese incubators can accommodate more SMEs.   
 
Based on the above conclusions, it is suggested that: 
 Incubators provide a comprehensive range of in-house pre-incubation business 
development services. A needs assessment of SME generic services should be 
conducted. These services offerings may include assistance with business ideas, 
business registration, business skills training and assisting SMEs with marketing 
plans and market research.  The incubator should follow the example of India and 
Brazil and appoint and develop incubator staff skilled in these service offerings;   
 More collaboration take place between incubators (where there is more than one 
per province) to share incubation related services such as assisting SMEs with 
business plans, feasibility studies, business accounting, mentoring and 
commercialisation. With more collaboration between incubators, they could provide 
a broader scope of services to their common pool of SMEs.  An SME in incubation 
in Incubator A should thus also be able to access additional services from 
Incubator B; 
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 Provide value-added and technical services through industry specialists as was 
done in China and India. If the needs of SMEs are identified, specialised 
workshops on such things as technology transfer, assistance with registering 
intellectual property, development of prototypes, and so on could be offered by 
industry specialists.  Incubators must compile a database of industry specialists. 
Only the services of industry specialists who have achieved the desired end should 
be retained on the database; 
 Incubators formalise the composition and provision of post-incubation services.  
The post incubation service may be extended to SMEs graduating from the 
incubators to include tracking business performance, business networking 
sessions for peer learning and problem solving in a group context or on a one-to-
one basis;  market access through business linkages services and profiling of the 
SME in a virtual exhibition (website showcasing all graduated SMEs and their 
business profiles);   
 The impact of services be assessed and rated by incubators as was the case in 
UK and USA in terms of relevance and impact of their services to SMEs. This way, 
incubators can continuously improve in terms of the types of services they offer 
and establish how these services should be provided such as in-house or through 
outsourced specialist service providers. The results of the assessment will also 
show incubators whose service offerings are not up to standard or unsatisfactorily 
and need improvement;   
 Incubators use experts from industry, government and academic institutions to 
provide strategic input into which services they should offer pre- and post- 
incubation as suggested by incubator managers. Industry could provide direction in 
respect of the types of SMEs required within their value chains and this could 
impact the industry focus of the incubator and the services they provide. 
Government could make SMEs aware of the incubators that can assist them as 
well as incentives available within the different sectors to encourage business 
start-ups. Academic institutions could assist incubators with the provision of 
research, commercialisation, testing and prototyping; 
276 
 
 Incubators identify and formalise linkages to funding institutions where SMEs can 
be referred for finance assistance. Facilitating access to finance should thus be 
added as an incubator service. The incubator can assist the SME in becoming 
more bankable and assisting them with the application process to acquire funding. 
Given the nature of SMEs in incubation and the fact that they may require niche 
funding it is suggested that a database of SME funding institutions and specifically 
angel investors and venture capital funders be compiled for easy reference when 
needed. Incubators could also invite financial institutions to address SMEs at 
networking functions to attempt to eliminate the asymmetry that exists in respect of 
SME needs and financial institutions funding products; 
 The incubation programme is offered by aligning it with training institutions such as 
FET colleges who offer new venture creation programmes (NVC). The NVC 
programme can be offered as a qualification (offered over one year) or as a skills 
development programme covering modules proposed by the incubator. This will 
empower the SMEs during the incubation process as it provides them generic skills 
that can be applied in any other business, should they wish to start another 
business; and 
 Incubators providing virtual incubation as a mandatory service as in USA and UK, 
which will allow eligible SMEs who meet the incubator selection criteria within a 
predetermined geographic demarcation to access incubator services. This will 
therefore not limit the number of SMEs incubators can support or restrict 
concentration of SMEs in the incubator. This will enhance the incubators’ ability to 
attain quantitative performance targets and could be built in as an indicator in the 
proposed benchmarking assessment to qualify for possible incentives. 
 
In the next section the conclusions and recommendations on funding assistance to 
incubators will be discussed.  
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8.4.3  Conclusions and recommendations on funding assistance 
SA incubators’ funding sources are not influenced by their provincial location.  Those 
incubators with effective SME strategies are directly funded by their provincial 
government. Private SA incubators are fully funded by private sector funders. A few 
government incubators received operational funding from both government and private 
funders. It seems that all incubators pursue financial sustainability planning with the 
exception of one province, the Northern Cape. Some provinces have only one 
government incubator such as in the Northern Cape, North West and Free State. 
 
Most SA incubators are government funded for establishment and on-going operational 
support. BBBEE compliance may trigger more private incubators as companies are 
mandated to spend money on enterprise and socio-economic development to earn 
points in respect of their scorecards. It seems that SA government and privately funded 
incubators were mostly registered as non-profit entities and lack financial sustainability 
planning. Private incubators battle with sustainability owing to their expenses 
(establishment and multi-year operational funding) and government funded incubators 
because of challenges experienced with the frequency and punctuality of government 
funding tranches. 
 
It was observed that in developing countries such as Brazil and India, as well as in SA, 
incubator funding is obtained through public funding and own-income generation is rare.  
Incubators in Brazil also like some incubators in SA source their operational funding 
from a mix of both government and private sources However there is a trend in 
developing countries including SA towards developing income-generating activities to 
complement income streams through collecting revenue for rental of workspace, 
services rendered to SME clients and taking equity stakes in SME clients.  SA like 
Indian incubators indicated significant government funding support for incubators 
specialising in growth sectors for instance ICT, manufacturing and agro-processing in 
SA. 
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It was evident that in developed countries, incubator funding stems primarily from 
government and other public sources with those in the USA and UK using innovative 
hybrid funding mechanisms such as through a mix of private sector, university, angel 
investors or venture capital funding. These incubators are more adept at identifying 
sustainability strategies while incubators in China which rely heavily on government 
funding have a sectorial focus. However, Chinese and SA incubators show a migration 
from solely government funded incubators to multi-investor sponsored incubators to 
become more sustainable.  Unlike SA incubators, UK incubators obtain significant 
university funding for incubator establishment.  To date only one university (Durban 
University of Technology) based incubator has been established to convert innovation 
and new technologies into sustainable, commercially viable businesses. In developed 
countries and SA incubators, government funding for incubator operations is available 
on an on-going basis if attaining prescribed key performance indicators.   
 
Based on the above conclusions, it is proposed that: 
 Incubators engage in sustainability planning in line with best practices such as in 
developing countries like Brazil and developed countries such as USA and UK.  
The incubator can be managed as a viable business with multiple income streams 
to reduce the dependency on government funding.  It is proposed that incubators 
strive to raise at least 50% of their income from alternative sources and set a 
realistic timeframe of about five to seven years to achieve it; Developing countries 
such as Brazil and India and developed countries including USA and UK, use 
these best practices where they charge rental for workspace and administrative 
services, business development services and training provided to SMEs.  South 
African incubators can follow best practices in the USA and UK who take equity in 
viable SME prospects with a hope of earning dividends in future when the SMEs 
are highly profitable.  This is already evident in a few incubators in Gauteng.  
 Incubators review their registration form (non-profit to for-profit) to align it with 
specific funding sources available.  Non-profit organisations obtain grants which 
unfortunately impede them to secure new sources of funding for instance low 
interest loans from niche financial institutions or taking equity on high-growth 
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oriented SMEs.  The incubators could register as Public Beneficiary Organisations 
and have a Section 18A certificates which allow for tax deductibility of funding 
received; 
 Incubators assess their BBBEE verification and ensure that they are rated as per 
the Codes of Good Practice (2007). The BBBEE generic scorecard, as well as any 
industry or sector codes that are based on it, will thus be used to measure BBBEE 
compliance of the incubator. Based on the rating received by the incubator they 
can position themselves as a beneficiary entity.  The incubators can thus become 
ideal ‘Enterprise Development (ED)’ or ‘Socio-economic Development (SED)’ 
enablers.  Private sector companies will be able to channel their ED and/or SED 
funding to the incubators while they gain points on their scorecards in respect of 
BBBEE compliance and the incubator benefit from securing non-government 
funding; 
 The DTI and Seda (technology programme) should shift from operational funding 
to performance funding/incentive and put mechanisms in place to reduce 
government dependence of continued long-term operational funding.  Government 
could achieve this by imposing qualitative criteria other than quantitative objectives 
met, that is, jobs created and number of SMEs started by limiting operational 
funding to a certain period such as five years, after which the incubator is only 
eligible to access funding in the form of a performance incentive. As mentioned 
before the depth of SME improvement in terms of increase in turnover and 
productivity should be measured to encourage being competitive and to improve 
their performance and services to SMEs; and 
 Performance incentives should be made available to private sector incubators in 
South Africa as they also play a meaningful role in economic development. Private 
incubators in the UK and China, perform against predetermined criteria could 
access their governments’ incubator performance incentives. This will also assist 
SA incubators in ensuring competitiveness in respect of government versus private 
incubators. 
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8.4.4  Conclusions and recommendations on the role of government 
It was evident that most SA incubators are aware of government policies and programs 
available at local, provincial and national levels and accessible to all provinces. 
Incubators with more elaborate and researched SME strategies are proactive in 
establishing incubators aligned to provincial growth strategies and tailored to provide 
economic and industrial reform. Furthermore, these progressive provinces also have 
more incubators in the province. Privately funded incubators are aware of government 
programmes and policies but do not make use of it since they receive full funding from 
private sector companies.   
 
Government funders influence the strategic focus of incubators and monitoring and 
evaluation their performance by requiring submission of regular reports for repeat 
funding.  Government incubators found the reporting onerous and complain of payment 
of funding not being punctual.  Government incubators are provided with strategic 
oversight, market access for their SMEs, infrastructure support for instance land and 
buildings, institutional capacity building and linkages with broader government projects.  
It also seems that government incubators are more likely to have a specific industry 
focus than private incubators. While private funded incubators acknowledged the role of 
government in SME incubation they prefer to operate outside of the government ambit 
but facilitate linkages for their SMEs to access the available government programme 
and incentives.  
 
In developing countries such as Brazil and India, as well as SA, government liaise 
closely with academic institutions and industry to support incubators.  The Brazilian and 
Indian governments have established a number of agencies to support incubators with 
access to capital funding, business support services and tax advice for SME clients, 
while in SA the Seda Technology Program remains the major government funder but a 
number of complementary government agencies have also been established to support 
incubators, namely the Technology Innovation Agency to support technology SMEs and 
the National Youth Development Agency to support youth-owned and managed SMEs.  
However, the Indian government have prioritised high-technology sectors such as ICT 
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and biotechnology and set up a number of science and technology enterprise parks to 
promote entrepreneurship and SME establishment in these sectors. This was also 
evident in SA incubators, where government has influenced the establishment of sector-
specific incubators e.g. in biodiesel, ICT and the chemical industry. The Indian 
government have assumed a direct approach to establish incubators and have 
committed to pursue a roll-out plan to establish 1000 business incubators throughout 
India while in SA, government through the Department of Trade and Industry 
announced in March 2012 the roll out of 250 new business incubators throughout South 
Africa by 2015.  
 
Developed countries such as China, UK and USA showed a high prominence 
specifically around incubator establishment and operational funding. In USA, UK and 
SA, the role of government in incubation includes the establishment, and financial and 
technical support to incubators as economic development tools to promote 
entrepreneurial development, redress market failure and stimulate economic recovery.  
Incubators in the UK have pursued a high technology focus and have thus pursued 
revised policies and strategies to support SMEs through incubators similar to the South 
African context, where many new incubators are planned as a direct spin-off from the 
2012 - 2013 Industrial Policy Action Plan.   
 
However it seems that government has been over-involved in the operations of 
incubators and decision-making was stifled by the bureaucracy of government 
processes in developed countries and SA.  Chinese incubators have become less 
dependent on government funding and that the role of government has shifted to 
providing favourable macro-direction and guidance, establishing preferential policies to 
promoting incubation and incentives for incubators. It has been observed that the SA 
government have attempted to seek less invasive mechanisms to support incubators 
and the DTI has launched the Incubator Support Program to attract viable funding 
proposals from eligible, performing (public and private) incubators. 
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It is recommended that: 
 Government identify unique funding mechanisms for SME incubators based on 
predetermined benchmarked performance indicators.  The grant amount could be 
linked to the scoring outcome of the performance assessment as was done in 
India and Brazil;   
 Government should also provide non-funding support and interventions to SA 
incubators such as availing incubation experts to assist with incubator 
management training, developing incubation policies and procedures and 
sustainability planning, provide institutional capacity building for incubator 
management and staff to reduce disparity in incubator systems and performance 
as was seen in China. The strong linkages that the SA government have 
established with incubators and incubator associations in developing countries 
(India and Brazil) as well as developed countries (China and UK) should be fully 
exploited to assist in these interventions. Exchange programmes could be 
organised where SA incubator management and staff could be exposed to 
incubation best practices in these countries; 
 Government should explore and develop a range of incentives for SMEs to 
participate in incubation programs as seen in Brazil. These incentives should make 
it attractive to would-be entrepreneurs to start a business in the incubator setting 
instead of attempting it on their own. Possible methods to incentivise SMEs to 
participate in incubation like in India, could include tax rebates, bursaries for 
technical training (within the sector they operate in) and bursaries for business 
management training for instance NVC; 
 The planned roll-out of a further 250 incubators in South Africa by the DTI by 2015 
is privatised. The roll out of government incubators in Brazil was successfully 
privatised. The implementation of all new incubators should be aligned to national 
growth industries and that the incubators are planned and established to function 
as viable and potentially sustainable business entities. Significant emphasis should 
also be placed on the importance of technical sustainability of new incubators i.e. 
where the incubation programme and related policies and procedures are clearly 
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defined and are relevant to the needs of SMEs in the targeted sectors and 
provinces; and 
 The South African Business and Technology Incubator Association (SABTIA) be 
fully utilised as was intended in terms of coordinating and promoting business 
incubation in Southern Africa to create a platform for developing best practices in 
South African incubation and for networking and building of alliances amongst 
incubators. The incubator associations in the UK and USA are good examples of 
building incubator networks and alliances. As this is not evident in the findings of 
the study it is recommended that the SA government assesses the current value of 
SABTIA to the incubation industry and either strengthen their support to SABTIA or 
assign a  ‘dedicated unit’ within the DTI to provide oversight of the growing 
incubator industry in South Africa. This unit should be equipped to lead incubator 
research and development thought leadership on incubation best practices and 
publish such research in a formal publication e.g. State of Business Incubation in 
South Africa as is done in the USA.  The findings of the report could also be 
shared at an annual incubation conference, as took place in China. The findings 
should be distributed to all incubator managers and staff in SA as best practice 
guidelines. The unit should remain abreast of international developments in 
incubation and provide industry updates to the network of incubators in South 
Africa and where possible offer continuous professional development training to 
management and staff of SME incubators as is done in China.  
 
In the next section the contribution of the study in terms of theory and practice is 
provided. 
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8.5 CONTRIBUTIONS OF THE STUDY TO THEORY AND PRACTICE 
An attempt is made in South Africa to create an enabling environment for SME 
incubators.  However there is still much to learn from both developing and developed 
countries’ best incubator practices.  This research has made several contributions 
especially to the body of knowledge on incubator best practices in South Africa and 
globally. The contributions made include the following: 
 The study exposed that various improvements are needed in the incubation 
industry in South Africa and that the pursuit of the four best practices may be the 
first step to create an enabling incubation environment;  
 Four best practices have identified to create an enabling incubation environment 
namely strategic focus, services offered, source of funding and role of government 
which can be used to assess the extent to which current SA incubators subscribe 
and are aligned to global best practices. No other study in South Africa has 
focused on these four best practices in particular or has compared South Africa to 
both developing and developed countries on these four best practices;  
 This study has contributed towards increasing the body of knowledge on SME 
incubation in the South African environment which have few incubators compared 
to developed countries. Even though the current study only focused on a limited 
number of incubators it contributes to the collective knowledge concerning SME 
incubation in South Africa. Using the qualitative research paradigm has enabled 
the expansion of current literature on SME incubation and not merely testing 
existing knowledge;  
 A single framework has been developed by identifying a four-pronged best 
practice approach for creating an enabling SME environment by integrating 
several theoretical perspectives in an effort to understand the incubator 
environment better. Such theoretical perspectives ensured a thorough analysis of 
the qualitative findings in a SA provincial, government versus private incubator, 
developing and developed countries’ comparison which culminate in best practice 
incubator guidance for both government and incubator management to operate 
incubators more entrepreneurially and sustainably and not just focusing on the 
socio-economic role;   
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 The results of the study point to a high turnover of incubator management in SA in 
general which may impact the strategic focus of the incubators as new 
management change direction and not always for the better.  This study also 
shows that SA incubator managers mostly lack previous incubator management 
experience, indicating the need for an effective and competent board of directors 
committed to the incubators’ strategic focus areas and who could maximise the 
incubator managements’ role in developing successful SMEs; 
 The identified guidelines can assist both government and private incubator 
managers in all provinces in South Africa and be used as a framework to create an 
enabling environment for their SME incubatees, whether government funded or 
privately funded; 
 This study provides guidance to government and national government agencies in 
terms of policy formulation on how to assist in the roll out of future incubators.  
This study also emphasises the importance of the role of all three tiers (local, 
provincial and national) of government in incubation to ensure that their policies, 
programmes and instruments are integrated and conducive to create an enabling 
incubation environment; 
 This study also assists current incubators in identifying possible areas of 
improvement in the four identified best practices.  This can lead to growth of SME 
incubatees and result in creating job opportunities for the unemployed; 
 It was clearly indicated that South African SME incubators can indeed learn from 
best practices of both developing and developed countries.  However, it indicates 
that SA still has much to learn in how to encourage entrepreneurial behaviour in 
the incubation context and how to ensure SME incubatees’ success rates; 
 To the incubator community (government and private), the results of this study 
indicate the importance of sustainability planning and the pursuit of hybrid funding 
models and not just over-reliance on government funding; and 
 To the international community this study provides opportunities for future case 
study research. The results can also be extended to be used in other developing 
countries embarking on the establishment or improvement of incubators. 
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In the next section a summary is provided of the self-reflection and learning that was 
gained from this study. 
 
8.6   SELF-REFLECTION AND LEARNING 
The field of business incubation seems to be ever-evolving, and doing this study has 
awoken a desire in me to remain abreast of new developments in this field. Doing this 
research has forced me to renounce my position as a small business consultant and be 
a researcher to understand (through the qualitative research method) how incubator 
managers understand the incubation process and specifically focusing on the four 
identified best practices. The qualitative method applied in this study exposed me to a 
number of valuable data collection methods which I previously may have used, but 
never understood how the effective use of surveys could lead to rich information on the 
area of study. I will now be able to apply the data collection tools with ease in future 
consulting or research assignments I pursue. 
 
The findings from this study have given me a better understanding of some of the 
challenges experienced in government funded and private incubators. I have learnt that 
there are general challenges expressed by incubator managers which are common to 
both government and private incubators which mostly related to a lack in strategic focus 
and a skewed financial model leaning heavily on government funding and impeding the 
financial sustainability of SA incubators. I have also learnt that there are more specific 
challenges which differ in respect of government and private incubators. Furthermore 
the comparison of SA incubators with developed and developing countries taught me 
that there is a lot to learn from the best practices in countries such as USA, UK, China, 
Brazil and India. It made me realise that there is no ‘one size fits all’ solution to creating 
an enabling environment for SME incubation.  
 
In the next section the limitations of the study is provided. 
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8.7 LIMITATIONS OF THE STUDY 
The following limitations were experienced during the completion of the research study: 
 Only four best practices were explored in this study. There may be other best 
practices that could have provided valuable information on creating an enabling 
incubator SME environment in SA;  
 All private incubators were invited to participate in the study but the request was 
met with resistance, and only two private incubators participated;  
 Given the relatively small sample size of private incubators, the research findings 
cannot be generalised to the entire population of private incubators;  
 Not all incubators in all provinces were interviewed. There might be different 
findings in those not willing to participate in the study;  
 This study was qualitative in nature and only focused on the views of incubator 
managers. Staff and SMEs might have provided additional information which could 
have been valuable for this study; 
 Access to the SME databases was refused by the incubators so they (SMEs) 
could not as originally planned participate in a quantitative study; and 
 Owing to the distance to the different incubators and time constraints of the 
researcher, staff of the incubators could not be included in the study.  
 
Despite the limitations mentioned above, the research conducted in this study is bound 
to make a valuable contribution to the field of providing an enabling SME incubation 
environment in SA because of the rigorous analysis of the results in terms of a 
provincial, funding-based and international comparison with incubators best practices in 
developing and developed countries. 
 
In the next section recommendations for future research is provided. 
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8.8  RECOMMENDATIONS FOR FUTURE RESEARCH 
Owing to the dynamic nature of SME incubation there are many interesting trends in 
SME incubation which provide valuable grounds for future research and include: 
 Development of a best practice incubator framework based on the views of 
management, staff and SMEs; 
 An empirical investigation into the extent to which hybrid funding models can be 
applied in SME incubators; 
 An empirical study comparing the performance of private versus government 
incubators; 
 An empirical study comparing the performance of rural versus urban incubators; 
and 
 A longitudinal study which investigates the survival rate of incubator programmes 
established through BBBEE enterprise development funding. 
 
In the next section the guidelines to create an enabling SA incubation environment will 
be discussed. 
 
8.9 GUIDELINES TO CREATE AN ENABLING SA INCUBATION ENVIRONMENT 
The report on the research results highlights the importance of the four best practice 
areas, in order to ensure the creation of an enabling environment for SA incubation. 
From sections 8.3, 8.4, 8.5 and 8.6 a number of guidelines can be offered to SA 
incubators in each of the four best practice areas to improve their operational practices 
and to create an enabling SME incubation environment. These guidelines are 
summarised in Table 8.2. 
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Table 8.2: Guidelines to create an enabling SA incubation environment 
No Guidelines on strategic focus to SA incubators 
1 
2 
3 
4 
5 
6 
Ensure repositioning and alignment with government policies and instruments  
Develop a more stringent SME incubation screening tool 
Have an entrepreneurial focus and less on socio-economic development 
Pursue and improve partnerships with government, private sector and academia 
Use provincial and global best practice to benchmark continuous improvement annually 
Establish an incubator forum for strategic planning 
 
 Guidelines on incubator services to SA incubators 
1 
2 
3 
 
4 
5 
6 
Provide a full range of in-house business development services 
Formalise the composition and provision of pre and post-incubation services 
Pursue linkages with academic institutions to offer value-added services such as research and 
development and commercialisation  
Align incubator services with government policies for continued operational support  
Link the incubation programme to the new venture creation programmes 
Provide opportunities for virtual incubation 
 Guidelines on funding sources to SA incubators 
1 
 
2 
3 
4 
 
5 
6 
Be entrepreneurial and develop and implement sustainability planning to rely less on 
government funding 
Review incubator form of registration  
Enhance BBBEE profile to benefit from private sector funding 
Pursue a hybrid funding model with a combination of government and private funding and own-
income generation opportunities such as rental for space or administrative services 
Increase accessibility of government funding to all incubators regardless if public or private 
Measure performance in relation to funding received 
 Guidelines of the role government should play in SA incubation 
1 
2 
3 
4 
5 
6 
Strengthen technical support to incubators 
Identify alternative funding means e.g. tax incentives and performance grants  
Incentivise SMEs to participate in incubation by e.g. tax rebates 
Privatise the roll-out of more industry specific incubators 
Establish an overseeing body for incubation 
Provide a training programme to develop incubators and build capacity to increase performance 
 
Source: Own construct (2012) 
 
8.10  FINAL CONCLUSION 
Literature indicates that business incubation is an effective tool to stimulate the creation 
and growth of SMEs, and this has sparked a proliferation of different types of incubators 
in SA.  This has created the impression that establishing an incubator is an easy 
process, but this is by no means so.  SME incubation requires an enabling environment 
which can be linked to global best practices in terms of strategic focuses, funding 
sources, incubator services and the role of government.  South African incubators have 
utilised some of the systems and incubation processes implemented in global 
incubators.  However, it was clear there are areas of non-alignment which provide 
scope for improvement which can lead to more start-up SME success. 
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To conclude: 
“With the help of targeted business assistance, entrepreneurs are better prepared to 
turn business ideas into successful new ventures.  Business incubation programs are 
designed to accelerate the successful development of SMEs through an array of 
business support resources and services” (Lewis et al., 2011:5). 
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                         18 June 2012 
Dear Respondent, 
I am a Business School Doctoral student, at the Nelson Mandela Metropolitan 
University (NMMU), Port Elizabeth, South Africa, and am currently (2012) conducting 
research on creating an enabling environment for SME business incubation. 
I am collecting information via an interview to gauge the opinions of business incubator 
managers on how an enabling environment can be created for SME business 
incubation. This study will provide useful insight to government and the private sector 
alike on how to assist business incubators and SMEs towards heightened business 
success. 
All data sources will be treated as confidential and would be used for research purposes 
only. The majority of the data will be reported in statistical form and no individual 
respondents will be identified. You can complete the questionnaire anonymously.  
Your cooperation is greatly appreciated.  
Sincerely 
                
S Perks 
   Mr R Dames                           Prof S Perks 
 RESEARCHER                            SUPERVISOR 
 
 
 
 
ANNEXURE 1: QUESTIONNAIRE 
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INTERVIEW SCHEDULE: INCUBATOR MANAGEMENT 
 
SECTION A: BIOGRAPHICAL DATA  
 
1. Incubator name:         _________________________ 
 
2. Contact details: Phone   _________________  Fax ______________  
  
Email     __________________________   
 
Website __________________________  
 
3. Date of establishment:    __________________________ 
 
4. Number of SMEs in incubator at establishment: _______ Current:  _______ 
 
5. Current management responsibilities:  
 
 
 
 
 
 
 
6. Length of time in incubator management position: ___________________________ 
 
7. Previous experience in managing an incubator:   Yes/No If yes, No. Of years ______ 
 
8. Supported by an incubator management team:   Yes/No 
If yes, what functions do they perform?  
 
 
 
 
 
 
 
9. Number of employees in incubator at establishment: ______ Current: _______ 
 
10. Does the incubator have an organogram:  Yes/No 
If yes, please supply a copy 
 
11. Age of manager:  _____________________ 
12. Race:       _____________________ 
13. Home language:    _____________________ 
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14. Number of years working experience:  ______________   
15. Gender:     _____________________________ 
16. Ethnic affiliation:  _____________________________ 
SECTION B: STRATEGIC FOCUS OF THE BUSINESS INCUBATOR 
1. Vision and mission of the business incubator?  
 
 
 
 
 
 
2. Main objectives of the business incubator? 
 
 
 
 
 
  
3. Does the business incubator play a role in social development ?       Yes/No 
If yes, what is this role?  
 
 
 
 
 
 
4. Does the business incubator play a role to play in economic development? Yes/No 
 If yes, what is this role?  
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5. Does the business incubator contribute towards job creation?     Yes/No 
 If yes, to which extent? 
 
 
 
 
 
 
 
 
6. Does the business incubator contribute toward alleviating unemployment? Yes/No 
 If yes, to which extent? 
 
 
 
 
 
 
 
 
7. Does the business incubator contribute towards promoting entrepreneurship amongst 
minority groups including women, youth and the disabled?     Yes/No 
If yes, to which extent? 
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8. Does the business incubator accelerate the establishment of new SMEs?     Yes/No 
If yes, to which extent? 
 
 
 
 
 
 
 
 
9. Does the business incubator facilitate the commercialisation of new technology? 
Yes/No 
If yes, to which extent? 
 
 
 
 
 
 
 
 
10. How would you describe the strategic focus of this business incubator?  
 
 
 
 
 
 
 
 
 
11. Any suggestions of what the strategic focus of a business incubator should be? 
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SECTION C: BUSINESS INCUBATOR SERVICES  
1. Which industry/ies does this business incubator focus on? 
______________________________________________________________________ 
2. Are all SME support services offered in-house?  Yes/No 
If yes, which are?  
 
 
 
 
 
 
If not, what services are provided by external service providers? 
 
 
 
 
 
 
3. Does this business incubator provide pre-incubation services? Yes/No 
If yes, which services are provided?  
 
 
 
 
 
 
If not, why not? 
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4. Does the business incubator provide post-incubation services?  Yes/No 
If yes, which services are provided?  
 
 
 
 
 
 
 
If not, why not? 
 
 
 
 
 
 
 
5.  Which value–adding (higher end) services does this incubator offer to its SMEs? 
 
 
 
 
 
 
 
6.  Are services to SMEs offered for free, subsidised or does the SME pay for the full   
cost of the support interventions?  
___________________________________________________________________ 
Motivate why so.  If subsidised also indicate the percentage.  
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7. Are the incubator services to SMEs driven by supply or demand?  
__________________ 
Motivate your answer:  
 
 
 
 
 
 
 
 
8. Does this business incubator offer shared workspace facilities for incubated SMEs? 
Yes/No 
Motivate your answer:  
 
 
 
 
 
 
 
 
9. Does the services offered to SMEs also extend to SMEs outside the business 
incubator?  Yes/No 
Motivate your answer:  
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10. Does this business incubator facilitate research and development through 
academic institutions?   Yes/No 
Motivate your answer:  
 
 
 
 
 
 
 
11. Any suggestions of which services you think business incubators should offer 
SMEs? 
 
 
 
 
 
 
 
 
SECTION D:  SOURCES OF BUSINESS INCUBATOR FUNDING   
1.  Which funding was obtained and from whom to establish this business incubator? 
 
 
 
 
 
 
2.   Were there conditions attached to the funding supplied?         Yes/No 
Motivate your answer: 
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3. Which funding model is used by the business incubator?  Also explain how this 
funding model works. 
 
 
 
 
 
 
 
4. Which alternative funding strategies has this business incubator employed and 
how does it contribute to self-sustainability?  
 
 
 
 
 
 
 
5. Does this business incubator take equity in the incubated SMEs?      Yes/No 
If so, which percentage? _______________________________ 
Why are they doing so?  
 
 
 
 
 
 
 
6. Does this business incubator generate income through charging for some services?     
Yes/No 
If so, which services?  
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7. Is this business incubator classified as a for or not-for-profit business?   
 ___________________________________________________________________ 
What influenced this decision? 
 
 
 
 
 
 
8. Which percentage of the operational funding is secured from government?   
 ___________________________________________________________________ 
 
9. Which percentage of operational funding is secured through the private/public sector, 
if any? 
___________________________________________________________________ 
10. If using government funding, is it guaranteed annually?  Yes/No 
If yes, how frequently must funding be re-applied for?  
_________________________________________________________________ 
11. Which criteria must be met to ensured continued funding support by 
government/private/public sector funders? 
 
 
 
 
 
 
12. How does availability of funding affect the operations of this business incubator?  
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13. Any suggestions of which alternative sources of funding exist for business 
incubators? 
 
 
 
 
 
 
 
SECTION E:  ROLE OF GOVERNMENT 
1. Do you think that government policies have influenced this business incubator?  
Yes/No 
Motivate your answer: 
 
 
 
 
 
 
2. Has this business incubator been integrated with other economic development 
initiatives in your region or province?  Yes/No 
Motivate your answer: 
 
 
 
 
 
 
3. Are there any favourable government policies or incentives in place in your region or 
province?  Yes/No 
If so, which? 
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4. Does government influence the strategic focus of this business incubator?  Yes/No 
If so, which? 
 
 
 
 
 
 
 
5. Does government contributed to creating an enabling environment for this business 
incubator? 
If so, how? 
 
 
 
 
 
 
6. Are there direct government strategies to promote business incubation?  Yes/No 
If so, which? 
 
 
 
 
 
 
 
 
7. Explain the support given by government to this business incubator?  
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8. Besides funding support, which other support did government provide to this 
business incubator?  
 
 
 
 
 
 
 
9. Do you think government support is constructive to business incubators? Yes/No  
Motivate your answer: 
 
 
 
 
 
 
 
10. Do you regard government agency services complimentary to the services 
provided by business incubators?  Yes/No 
Motivate your answer: 
 
 
 
 
 
 
 
11. Any suggestions of how government can support business incubators more? 
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12. Any suggestions of how business incubators can become more self-sustainable? 
 
 
 
 
 
 
 
 
 
Thank you for your time invested in completing this questionnaire. 
 
 
 
 
